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Results of allocations in the Hong Kong Public Offering
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wholly or partially successful applications pursuant to

the Hong Kong Public Offering on or before® .. ... .. .. ... ... .............. Thursday,
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instructions in respect of wholly or partially successful applications
(if applicable) or wholly or partially unsuccessful applications

pursuant to the Hong Kong Public Offering on or before'”.. .. .................. Thursday,
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Dealings in the Shares on the Stock Exchange expected to commence on .............. Friday,

Notes:

(1)
(2)

(3)

(4)

(5)
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November 20, 2015

All times refer to Hong Kong local time, except as otherwise stated.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30
a.m. on the last day for lodging applications. If you have already submitted your application and obtained an application
reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application
process (by completing payment of application monies) until 12:00 noon on the last day of lodging applications, when
the application lists close.

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Friday, November 13, 2015, the application lists will not open on that
day. Please see the section headed “How to Apply for Hong Kong Offer Shares—10. Effect of Bad Weather on the
Opening of the Application Lists” in this prospectus for further details.

Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
see the section headed “How to Apply for Hong Kong Offer Shares—6. Applying by Giving Electronic Application
Instructions to HKSCC via CCASS” in this prospectus for further details.

The Price Determination Date is expected to be on or about Saturday, November 14, 2015 and, in any event, not later
than Thursday, November 19, 2015. If, for any reason, the Offer Price is not agreed by Thursday, November 19, 2015
among the Joint Sponsors, the Joint Global Coordinators (on behalf of the Underwriters) and our Company, the Global
Offering will not proceed and will lapse.

Share certificates for the Hong Kong Offer Shares will only become valid certificates of title provided that the Global
Offering has become unconditional in all respects, and neither of the Underwriting Agreements has been terminated in
accordance with its terms, prior to 8:00 a.m. on the Listing Date, which is expected to be on or around Friday, November
20, 2015. Investors who trade Shares on the basis of publicly available allocation details before the receipt of share
certificates or before the share certificates becoming valid certificates of title do so entirely at their own risk.
e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications

and in respect of successful applications if the Offer Price is less than the price payable on application.

The above expected timetable is a summary only. You should refer to the sections headed

“Structure of the Global Offering” and ‘“How to Apply for Hong Kong Offer Shares” in this
prospectus for details of the structure of the Global Offering, including the conditions of the
Global Offering, and the procedures for application for the Hong Kong Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As it is a summary, it does not contain all the information that may be important to you and is
qualified in its entirety by, and should be read in conjunction with, the full text of this
prospectus. You should read the whole document before you decide to invest in the Offer Shares.
There are risks associated with any investment. Some of the particular risks in investing in the
Offer Shares are set forth in the section headed “Risk Factors” in this prospectus. You should

read that section carefully before you decide to invest in the Offer Shares.

OUR BUSINESS

Overview

We are a leading branded snack food and beverage company in China with a diversified
multi-brand product portfolio focusing on high-growth product categories. Our ability to successfully
launch new products on a continuous basis is the key to our industry-leading position. For the years
ended December 31, 2012, 2013 and 2014, our sales of New Products contributed 54.6%, 25.6% and
33.5%, respectively, of our total revenue. We have six Core Product Categories of bread, cakes and
pastries; chips, fries and others; biscuits; herbal tea; plant-based dairy beverage; and energy drinks.
Each of these product categories achieved retail sales value over RMB1.5 billion in the year ended
December 31, 2014, and holds market-leading position in its product category, according to Frost &

Sullivan.

Our history of manufacturing food and beverage can be traced back to 1989, when our
predecessor Hui’an Meili Minzheng Food Factory first started manufacturing biscuits in Fujian
province. We have achieved a solid track record of consistent growth in revenue and profit. From 2012
to 2014, our total revenue, gross profit and net profit grew at CAGRs of 17.4%, 49.8% and 73.1%,
respectively. This significant growth was primarily due to our diversified, multi-brand product
portfolios, continued introduction of higher-margin new products, and our extensive sales and
distribution network covering all of the provinces and cities and most of the county-level divisions in
China, which gives us a formidable penetration advantage in the traditional trade channel and enables
us to promptly respond to the market, with our new products reaching points-of-sale quickly. Our net
profit increased by 71.9% from RMB692.6 million in 2012 to RMB1,190.8 million in 2013, by 74.4%
to RMB2,076.7 million in 2014, and by 46.6% from RMB1,034.5 million in the six months ended June
30, 2014 to RMB1,517.1 million in the same period of 2015. The growth rate of our net profit from
2012 to 2014 may not be sustained in 2015 or in the future, given our relatively large net profit in 2014
and due to factors, risks and uncertainties, including uncertainty as to our ability to continue
introducing new popular products and uncertainty as to our ability to continue strengthening our

penetration in China’s traditional trade, modern retail and other sales channels.

Beginning from late 2014, we adjusted our pricing and marketing strategies to conduct more
marketing campaigns to strengthen our sales channels and increased the average selling prices at
which we sell our products to our distributors. With the implementation of these new strategies, our
gross profit margin may increase in a given period due to the higher overall prices at which we sell

our products, but that may not impact our net profit margin in that period.



SUMMARY

The following table sets forth our revenue by segment and product category for the periods

indicated:
For the year ended December 31, For the six months ended June 30,
Revenue 2012 2013 2014 2014 2015
% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue (million) revenue (million) revenue
(unaudited)
Food
Bread, Cakes and
Pastries ........... 4,216 39.0 5,000 39.0 5,726 38.4 2,748 37.2 3,003 35.3
Chips, Fries and
Others ............ 1,115 10.3 1,267 9.9 1,512 10.2 674 9.1 931 11.0
Biscuits .........u..... 988 9.1 1,148 8.9 1,257 8.4 559 7.6 700 8.2
Segment Total . 6,319 58.4 7,415 57.8 8,495 57.0 3,981 53.9 4,634 54.5
Beverage
Herbal Tea........... 2,046 18.9 2,119 16.5 2,372 15.9 1,349 18.3 1,448 17.0
Plant-based and
Milk
Beverages........ 1,240 11.5 1,691 13.2 1,816 12.2 857 11.6 1,032 12.1
Energy Drinks ..... — — 394 3.1 794 5.3 490 6.6 637 7.5
Other Beverages .. 1,207 11.2 1,208 9.4 1,417 9.6 711 9.6 754 8.9
Segment Total . 4,493 41.6 5,412 42.2 6,399 43.0 3,407 46.1 3,871 45.5
Total ................... 10,812 100.0 12,827 100.0 14,894 100.0 7,388 100.0 8,504 100.0

The following table sets forth our gross profit, gross profit margin, net profit and net profit

margin for the periods indicated:

For the year ended December 31, For the six months ended June 30,

2012 2013 2014 2014 2015

RMB Margin RMB Margin RMB Margin RMB Margin RMB Margin
(million) % (million) % (million) % (million) % (million) %

(unaudited)
Gross profit
Food products....... 1,041 16.5 1,478 19.9 2,258 26.6 969 243 1,350 29.1
Beverage
products ............ 742 16.5 1,110 20.5 1,741 27.2 965 28.3 1,494 38.6
Total......cooevnviennenn. 1,783 16,5 2,588 20.2 3,999 268 1,934 26.2 2,844 334
Net profit................. 693 6.4 1,191 9.3 2,077 139 1,035 14.0 1,517 17.8
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The following table sets forth our sales volume by segment for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
Sales Volume 2012 2013 2014 2014 2015
Tons Tons Tons Tons Tons
Food products .......c.ocovevviiiiiniininns. 408,201 483,518 508,629 240,718 264,295
Beverage products........c..coeeuenneann. 1,358,254 1,510,692 1,634,404 885,743 984,388
TOCAL ..o, 1,766,455 1,994,209 2,143,033 1,126,461 1,248,683

The following table sets forth our average selling price by segment for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
Average Selling Price 2012 2013 2014 2014 2015
RMB/Ton RMB/Ton RMB/Ton RMB/Ton RMB/Ton
Food products .......cccocovieiiinienn. 15,480 15,335 16,703 16,538 17,532
Beverage products.........cc..ceeeeneen. 3,308 3,583 3,915 3,847 3,932
TOtal...c.ooeeeeeeeeeeeeeeeeeeeee, 6,121 6,432 6,950 6,559 6,811

OUR BRANDS AND PRODUCTS

We operate our business through two main segments: food products and beverage products. We
have a diversified multi-brand product portfolio and offer products in seven food and beverage
categories: bread, cakes and pastries; chips, fries and others; biscuits; herbal tea; plant-based and milk
beverages; energy drinks; and other beverage products. We market our products under five core
brands: Daliyuan, Copico, Haochidian, Heqizheng and Hi-Tiger. For the years ended December 31,
2012, 2013 and 2014 and the six months ended June 30, 2015, sales of our food products accounted
for 58.4%, 57.8%, 57.0% and 54.5% of our total revenue, respectively, while sales of our beverage
products accounted for 41.6%, 42.2%, 43.0% and 45.5% of our total revenue, respectively. Our
diversified brand and product portfolios provide us with multiple growth drivers across various
attractive product categories, as demonstrated by our revenue growth CAGR of 17.4% from 2012 to
2014.
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Our six Core Product Categories include the following:

Expected
Market Size
% of Our in the Year  Expected
Sales in the  Ending CAGR of

Our Year Ended December Market Size
Market  Market December 31,2019 from 2014
Sample Product  Brands and Key  Share Share™® Year 31, 2014 (RMB, to 2019
Product Category Brand Logo Photos Products Ranking™ (%) Launched® (%) billion) (%)
Food
Bread, Cakes and @ g“!u-.l Daliyuan (custard #1 21.9 2002 38.4 102.4 13.1
Pastries .........c....... PO = pies, soft French

bread, Swiss rolls,
cakes, croissants)

Chips, Fries and Copico (potato #3 15.1 2003 10.2 42.0 15.7

Others ...ccoovvveueene chips, French fries,
potato bubbles)
BiSCUILS-vvvvvvoererecrenn, Birs Haochidian (crispy # 49 2004 8.4 87.7 10.5

— ¥ biscuits, Danish

butter cookies)

Beverage

Herbal Tea... g . la Heqizheng #3 9.9 2007 15.9 104.3 15.4
(ready-to-drink
herbal tea)

Plant-based Dairy m L} -] Daliyuan (peanut #2 16.3 2010 9.6 45.9 18.1
Beverage .............. ". y I”_ t: milk)
Energy Drinks ........... & M Hi-Tiger #3 53 2013 5.3 101.3 21.8
H.";'ﬁ ! (energy drink)
< — R —
Total .ocoviiiiiiiis 87.9 483.4 153

(I)  Our market share in terms of retail sales value for the year ended December 31, 2014 in each respective product

category’s market, according to Frost & Sullivan.
(2)  Refers to the year in which the first product in the respective brand or product category was launched.

3) According to Frost & Sullivan.

Please see the sections headed “Industry Overview—Competitive Landscape” and
“Business—Our Brands and Products” starting on page 77 and page 134 of this prospectus,
respectively, for further details.

SALES AND DISTRIBUTION NETWORK

We have an extensive nationwide sales and distribution network that deeply penetrates the
Chinese market from urban downtown areas of the largest cities to counties, townships and villages
across all of China’s provinces. Our snack food and non-alcoholic beverage products are typically sold
to distributors, key accounts and e-commerce consumers in four sales channels: traditional trade
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channel, modern retail channel, specialty channel and e-commerce channel. In addition, our beverage
products are sold through the catering channel, which includes restaurants, hotels, bars and pubs. We
use distributors to market our products through the traditional trade channel, modern retail channel,
specialty channel, catering channel and e-commerce channel, and we also sell our products directly
to our key accounts that operate in the modern retail channel, and through e-commerce websites to
consumers. Our network has particular strength in the traditional trade channel, which constituted the
majority of the retail sales value of China’s packaged snack food and non-alcoholic beverage market
in 2014, according to Frost & Sullivan. We increasingly focus on penetrating the modern retail,
catering, specialty and e-commerce channels.

We primarily sell our products through our vast network of distributors, who sell our products
to sub-distributors and retailers, serving points-of-sale across China. We cooperate directly with
municipal- and county-level distributors to maintain our strong bargaining power and control over our
sales network. As of June 30, 2015, we had 3,951 distributors and a sales network covering all
provinces and cities and most county-level divisions in China. During the Track Record Period, each
of our five largest customers was a distributor.

We have also established direct partnerships with our key accounts, primarily leading national
and regional hypermarket, supermarket and convenience store operators, such as, Yonghui and CR
Vanguard. As of June 30, 2015, we had 34 key accounts.

The table below sets forth the breakdown of our sales by customer type for the periods indicated:

For the six months

For the year ended December 31, CAGR ended June 30,
2012-
Customer type 2012 2013 2014 2014 2014 2015
% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue % (million) revenue (million) revenue
(unaudited)
Distributors ........... 10,690 98.9 12,575 98.0 14,487 97.3 16.4 7,194 97.4 8,186 96.3
Key Accounts‘"..... 107 1.0 245 1.9 388 2.6 90.6 191 2.6 298 3.5
E-commerce and
Others® ............ 15 0.1 7 0.1 19 0.1 10.4 3 0.0 20 0.2
Total ..................... 10,812 100.0 12,827 100.0 14,894  100.0 17. 7,388 100.0 8,504 100.0
Note:

(1)  Primarily includes operators of hypermarkets, supermarkets and convenience stores that we sell our products directly to.

(2)  Primarily includes e-commerce. This also includes our revenue from exports of our products beginning from the second
quarter of 2015.

Please see the section headed “Business—Sales and Distribution Network™ starting on page 144
of this prospectus for further details.
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OUR PRODUCTION FACILITIES

We manufacture all of our products in-house, which allows us to quickly respond to changes in
market demand and maximizes our control over product quality and food saftey. We outfit our
production facilities with state-of-the-art equipment, which we believe is essential to ensuring the
quality of our products and the efficiency of our operations. As of the Latest Practicable Date, we had
16 strategically located production bases with 32 food- and beverage-related production facilities
throughout China and over 550 highly automated and technologically advanced production lines. As
of June 30, 2015, our production facilities had a total food production capacity of approximately
777,700 tons and a total beverage production capacity of approximately 3,424,300 tons. Please see the
section headed “Business—Production—Our Production Facilities” starting on page 154 of this

prospectus for further details.

RAW MATERIALS AND SUPPLIERS

We sourced our key raw materials, including sugar, eggs, flour, palm oil, powdered milk, mesona
and peanuts, from various domestic suppliers. We also procure certain premium imported raw
materials from international suppliers. We generally coordinate sourcing requirements and centralize
procurement at our headquarters to leverage our scale. Our headquarters usually enters into annual
supply contracts with suppliers at fixed purchase prices, subject to price adjustment by mutual
agreement in the event of market volatility. All raw materials and packaging materials provided by our
suppliers are required to meet our quality standards and the relevant standards set by the Chinese
government. For the three years ended December 31, 2012, 2013 and 2014 and the six months ended
June 30, 2015, the cost of our raw materials represented 52.6%, 52.3%, 50.4% and 51.1% of our cost
of sales, and the cost of packaging materials represented 28.6%, 28.9%, 29.2% and 28.3% of our cost
of sales, respectively.

We typically work with large reputable domestic suppliers to secure the key raw materials used
in our production process. Our raw materials are generally available from a number of domestic
suppliers, and we normally have various sources of supply for each type of raw materials to reduce
our dependency on a single supplier and packaging materials. During the Track Record Period, we did
not encounter any shortages of supply of our raw materials, nor did we experience any significant
problems with the quality of the raw materials and packaging materials provided by our suppliers.
Please see the section headed “Business—Raw Materials, Packaging Materials and Suppliers” starting

on page 171 of this prospectus for further details.
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OUR COMPETITIVE STRENGTHS

One of the most diversified product portfolios with leading positions across multiple

high-growth categories

Strong product innovation, development and commercialization capability with exceptional

track record

Extensive nationwide sales and distribution network with formidable penetration advantage

in traditional trade channel and tremendous development prospects in other channels

Strategically located nationwide production facilities with standardized production and

management systems

Effective branding and targeted marketing strategies to achieve high brand recognition

Stable and visionary management team with strong execution capability

OUR COMPETITIVE STRATEGIES

Accelerate growth of core brands and products and continue to focus on new product

launches

Continue to enhance our presence in the modern retail channel, further consolidate our

traditional trade channel and increase our sales through other distribution channels

Expand and upgrade our manufacturing network and continue to lower costs and enhance

efficiency

Seek appropriate strategic acquisition and business cooperation opportunities and enter

international markets

SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as of and for the years
ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015 and, for comparison

purposes, for the six months ended June 30, 2014. We have derived the summary from our

consolidated financial information set forth in the Accountants’ Report in Appendix I to this

prospectus. The following summary should be read together with the consolidated financial

information in Appendix I to this prospectus, including the accompanying notes and the information

set forth in “Financial Information” in this prospectus. Our consolidated financial information was

prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”).



SUMMARY

Summary Consolidated Statements of Profit or Loss

The following table sets forth, for the periods indicated, our consolidated results of operations.

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
RMB (°’000) RMB (°000) RMB (°000) RMB (°’000) RMB (’000)
(unaudited)
REVEIMUE ....oovvniiiiiiiiiee e aiies 10,812,041 12,827,020 14,894,003 7,388,120 8,504,456
COSt O SALES ..ueviiiieiii e (9,028,671) (10,239,151) (10,895,178) (5,453,671) (5,660,847)
Gross Profit ...ceeeiieiiiiiiiiiiiiiii e, 1,783,370 2,587,869 3,998,825 1,934,449 2,843,609
Other income and gains .........cooeeeeiiiiiiiiinnneeiiiiniinnnn. 51,580 67,189 114,093 52,921 129,867
Selling and distribution eXpenses .........cccceeevvvvneenen. (732,388) (845,937)  (1,097,599) (479,663) (908,076)
Administrative eXPEnSeS....ceuuuunneeeerererrinneaeeeeeeeennnnns (179,948) (223,416) (253,791) (129,872) (173,994)
Profit before tax................oooiiiiiiiiiiiiiii 922,614 1,585,705 2,761,528 1,377,835 1,891,406
Income tax eXPEeNSe......ccviiuniiuiiiniiiiiiiiieiieiieeiieenans (230,026) (394,928) (684,812) (343,309) (374,345)
Profit for the year/period ......................oceiieiinnnn.. 692,588 1,190,777 2,076,716 1,034,526 1,517,061

Summary Consolidated Statements of Financial Position

As of
As of December 31, June 30,
2012 2013 2014 2015

RMB (°000) RMB (°000) RMB (°000) RMB (°000)

Total current assets 1,904,251 2,170,604 2,004,086 3,010,507
Total current liabilities ........................o.coooiiiiiiin, 2,594,947 3,211,816 6,128,983 4,470,501
Net current liabilities....................... (690,696) (1,041,212) (4,124,897) (1,459,994)
Total assets less current liabilities................................... 3,996,781 4,238,706 816,716 3,457,055
INEt ASSEES..oiiiiiiiiieieiiiiiii e 3,830,454 4,032,602 550,201 3,192,046
Equity attributable to owners of the parent.................... 3,830,454 4,032,602 550,201 3,192,046

Key Financial Ratios

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
(unaudited)
Gross profit margin‘" ........... 16.5% 20.2% 26.8% 26.2% 33.4%
Net profit margin® ............ 6.4% 9.3% 13.9% 14.0% 17.8%
Return on equity®................. 19.9% 30.3% 90.6% N/A® N/A®
Return on assets® ................. 11.1% 17.0% 28.9% N/A® N/A®
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As of December 31, As of June 30,
2012 2013 2014 2015
Current ratio™ ........o.oooviiiiiiie 0.73 0.68 0.33 0.67
Quick tatio™ ..ot 0.27 0.33 0.15 0.51

Notes:

(1) Equals gross profit divided by revenue and multiplied by 100%.

(2)  Equals profit for the period divided by revenue and multiplied by 100%.

(3)  Equals profit for the period divided by the average of the beginning and ending total equity for that period and multiplied
by 100%.

(4)  This semi-annual number is not meaningful as it is not comparable to the annual numbers.

(5)  Equals profit for the period divided by the average of the beginning and ending total assets for that period and multiplied
by 100%.

(6)  Equals current assets divided by current liabilities as at the respective financial period-end date.

(7)  Equals current assets less inventories and divided by current liabilities as at the respective financial period-end date.

OUR CONTROLLING SHAREHOLDERS AND PRE-IPO INVESTOR

Immediately after the completion of the Global Offering, Divine Foods will directly own
11,640,000,000 Shares, representing approximately 85.0% of our outstanding issued share capital if
the Over-allotment Option is not exercised, or approximately 83.5% of our outstanding issued share
capital if the Over-allotment Option is exercised in full. Divine Foods is held as to 50% by Divine
Foods-1, as to 10% by Divine Foods-2 and as to 40% by Divine Foods-3 respectively, which in turn
are legally and beneficially wholly-owned by Mr. Xu, Ms. Chen and Ms. Xu separately. The Xu’s
Family will exercise approximately 85% voting rights of our Company immediately after the
completion of the Global Offering if the Over-allotment Option is not exercised. As a result, Divine
Foods, Divine Foods-1, Divine Foods-2, Divine Foods-3 and the Xu’s Family are considered as our
Controlling Shareholders immediately after the Global Offering. Please see the section headed
“Relationship with our Controlling Shareholders” starting on page 243 of this prospectus for further
details.

Our pre-IPO investor, CDH Delicacy, will directly hold 360,000,000 Shares, representing
approximately 2.63% in the total issued share capital of our Company immediately after the
completion of the Global Offering if the Over-allotment Option is not exercised, or 2.58% in the total
issued share capital of our Company if the Over-allotment Option is exercised in full. Please see the
section headed “History, Development and Reorganization—Pre-IPO Investment” starting on page 116
of this prospectus for further details.

DIVIDEND POLICY

Our subsidiaries declared dividends of RMB41.2 million, RMB600.0 million and RMB160.0
million to their then shareholders in 2012, 2013 and 2014, respectively. We have settled all these
dividends payable. The amounts of distributions that we have declared and made in the past do not
indicate the dividends that we may pay in the future. We may declare dividends in the future after
taking into account our results of operations, our total equity, our business conditions, strategies or
needs for future expansions, our capital expenditure needs, dividend paid to us by our subsidiaries,
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impact of the dividend distribution on our working capital and financial position, and other factors as
our Directors may deem relevant at such time. Subject to these factors and the limitations described
in the section headed “Financial Information—Dividend Policy”, our Directors expect that, in the
future, we may pay dividends from time to time in an aggregate amount of approximately 30% of

profits attributable to the equity holders of our Company.

RECENT DEVELOPMENTS

In the nine months ended September 30, 2015, our revenue increased by 14.1% to RMB12,847.7
million from RMB11,257.8 million in the same period of 2014. The increase in our revenue was
primarily due to our higher sales of products such as energy drinks, potato chips, peanut milk and
herbal tea, our introduction of new products since September 30, 2014 such as Danish butter cookies,
meat floss pies and nut pies, and our continued marketing campaigns. Our gross profit increased by
49.1% from RMB2,944.8 million in the nine months ended September 30, 2014 to RMB4,389.3
million in the same period of 2015, while our gross profit margin increased from 26.2% to 34.2%. Our
higher gross profit margin was primarily due to improvements in our product mix, as a higher
percentage of our sales were from sales of higher-margin products such as energy drinks and potato
chips, decreases in the average purchase prices for certain of our major raw materials and packaging
materials, and the higher prices for certain of our products. In addition to the factors discussed above,
our net profit is also affected by a number of other factors. In the nine months ended September 30,
2015, and generally consistent with the six months ended June 30, 2015, our selling and distribution
expenses were significantly higher compared to the same period of 2014. These higher selling and
distribution expenses were primarily because beginning from late 2014 we adjusted our pricing and
marketing strategies to conduct more marketing campaigns to strengthen our sales channels while at
the same time increasing the average selling prices at which we sell our products to our distributors.
Our Directors are responsible for the preparation of our unaudited consolidated management accounts
as of and for the nine months ended September 30, 2015 in accordance with Hong Kong Accounting
Standard 34 “Interim Financial Reporting” issued by Hong Kong Institute of Certified Public
Accountants. Our consolidated management accounts as of and for the nine months ended September
30, 2015 have been reviewed by our reporting accountants, Ernst & Young, in accordance with Hong
Kong Standard on Review Engagement 2410 “Review of Interim Financial Information Performed by

the Independent Auditor of the Entity” issued by Hong Kong Institute of Certified Public Accountants.

We borrowed three one-year term entrusted loans in the aggregate principal amount of RMB1.5
billion and at the interest rate of 4.365% from a third-party wealth management company through a
commercial bank on August 7, 2015. We have used the proceeds of these loans to pay part of the
amounts due to related parties incurred from our purchases of operating subsidiaries, operating assets
and working capital from Fujian Dali as part of the Reorganization. If we had borrowed these loans
on June 30, 2015, we would have had a gearing ratio (being our borrowings divided by our total assets)
of 15.9% on the same date. We have repaid all the amounts due to the Controlling Shareholders and

other related parties.

— 10 —
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The Directors confirm that there has been no material adverse change in our business, or the
financial or trading position of our Group since June 30, 2015 and no event had occurred since June
30, 2015 that would materially and adversely affect the information in “Appendix I-—Accountants’
Report” starting from page I-1 to this prospectus.

LISTING EXPENSES

We incurred approximately RMB22.5 million of listing expenses during the Track Record Period,
among which RMB3.4 million was recorded as prepayments and RMB19.1 million was recorded as
expenses. We expect to incur approximately an additional RMB218.0 million of listing expenses after
the Track Record Period, of which approximately RMB44.3 million will be recognized as expenses in
the consolidated statements of profit or loss for the year ending December 31, 2015 and the remaining
(predominantly related to underwriting commission expenses, which will be fully capitalized) will be
capitalized after the Listing.

RISK FACTORS

There are certain risks involved in our operations and in connection with the Global Offering,
many of which are beyond our control. These risks can be categorized into (i) risks relating to our
business, (ii) risks relating to our industry, (iii) risks relating to China, and (iv) risks relating to the
Global Offering. Among these risks, the ones we believe that could be relatively material include:

° Our business depends significantly on the strength of our brands and reputation. If we fail
to maintain and enhance our brands and reputation, consumers’ recognition of and trust in
us and our products may be materially and adversely affected.

° We operate in a highly competitive industry.

° Any food safety or health problems or any negative publicity or media reports related to our
raw materials, our products or the general food and beverage industry could adversely
affect our reputation and our ability to sell our products.

A detailed discussion of all the risk factors involved are set forth in the section headed “Risk
Factors” starting on page 29 of this prospectus and you should read the whole section carefully before
you decide to invest in the Offer Shares.

REGULATORY NON-COMPLIANCE

One of our subsidiaries had been in breach of the relevant environmental protection laws and was
subject to fines during Track Record Period as the pollutants disposed by it were in excess of the
permitted level. Such fines have been fully paid. Our PRC Legal Advisors has advised that the
non-compliance incidents will not have a material adverse impact on us. In addition, during the Track
Record Period, certain of our subsidiaries failed to complete the Environmental Protection Acceptance
Procedures (3R&5% UL F4) and/or obtain the Pollutants Emission Permit (75 4<% kil #F 7 #5). As of
the Latest Practicable Date, all these subsidiaries had obtained the relevant permits or approvals from
the environmental authorities and/or completed the Environmental Protection Acceptance Procedures.
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According to our PRC Legal Advisors, based on the confirmation letters issued by the relevant
environmental authorities, the likelihood of administrative penalties being imposed on these
subsidiaries is remote. Please see the section headed “Business—Legal Compliance and

Proceedings—Non-compliance Matters” starting on page 182 of this prospectus for further details.

GLOBAL OFFERING STATISTICS

Based on an Offer Based on an Offer
Price of HK$5.00  Price of HK$6.15

per Share per Share
HK$68,471 HK$84,219
Market capitalization of our Shares® ..............cccoeviiiiiiiiieiii, million million
Unaudited pro forma adjusted consolidated net tangible asset
value per Share®™ ... HK$0.88 HK$1.02

Notes:
(1)  All statistics in this table are based on the assumption that the Over-Allotment Option is not exercised.

2) The calculation of market capitalization is based on 1,694,117,500 Shares expected to be issued under the Global
Offering, and assuming that 13,694,117,500 Shares are issued and outstanding immediately following the completion of
the Global Offering.

(3)  The unaudited pro forma adjusted consolidated net tangible asset per Share is calculated after making the adjustments
referred to in Appendix II “Unaudited Pro Forma Financial Information” and on the basis that 13,694,117,500 Shares are

issued and outstanding immediately following the completion of the Global Offering.

USE OF PROCEEDS

Assuming an Offer Price of HK$5.58 per Offer Share (being the mid-point of the Offer Price
range stated in this prospectus) and no exercise of the Over-allotment Option, we estimate that (i) the
gross proceeds of the Global Offering that we will receive will be approximately HK$9,453 million,
and (ii) the net proceeds of the Global Offering that we will receive, after deduction of underwriting
fees and commissions and estimated expenses payable by us in connection with the Global Offering,
will be approximately HK$9,152 million.

We intend to use the net proceeds of the Global Offering, assuming the Over-allotment Option

is not exercised, for the following purposes:

° approximately 20%, or HK$1,830 million, will be used for development, introduction and

promotion of our new products.

° approximately 20%, or HK$1,830 million, will be used for the expansion and upgrade of

our production capacity and the manufacturing network.

° approximately 20%, or HK$1,830 million, will be used for enhancing our presence in the
sales channels and promoting our brands.
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approximately 30%, or HK$2,746 million, will be used for potential future acquisition and
business cooperation that will help us to consolidate our position in the overall food and
beverage industry by leveraging on our extensive nationwide sales and distribution
network. As of the Latest Practicable Date, we had not engaged in any negotiations or
entered into any letter of intent or any definitive and finalized understanding, commitment
or agreement, legally binding or not, in connection with any business acquisitions nor had

we commenced any due diligence process in relation to the same.

approximately 10%, or HK$915 million, will be used for our working capital and other

general corporate purposes.

— 13 —
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have the following meanings.

In this prospectus, unless the context otherwise requires, the following expressions shall

“affiliate(s)”

“Application Form(s)”

“AQSIQ”

“Articles” or “Articles of
Association”

“associate(s)”
“Audit Committee”
“Board” or “Board of Directors”

s

“Business Day” or “business day’

“BVI”

“CAGR”

“Capitalization Issue”

“catering channel”

1}

“Cayman Companies Law” or
“Companies Law”

“CCASS”

any other person, directly or indirectly, controlling or
controlled by or under direct or indirect common control with
such specified person

WHITE application form(s), YELLOW application form(s)
and GREEN applications form(s) or, where the context so
requires, any of them

Administration of Quality Supervision, Inspection and

Quarantine of the PRC ([ B 5 &L & 55 B b g A s 48 JRD)

the articles of association of the Company which will become
effective upon the Listing Date, as amended from time to
time, a summary of which is set out in the section headed
“Appendix III—Summary of the Constitution of the Company
and Cayman Companies Law”

has the meaning ascribed thereto under the Listing Rules
the audit committee of the Board
our board of Directors

a day on which banks in Hong Kong are generally open for
normal banking business to the public and which is not a
Saturday, Sunday or public holiday in Hong Kong

the British Virgin Islands

1
i

Vo™
compound annual growth rate, calculated as Yo' ', V(ty):
start value, V(t,): finish value, t -t,: number of years

the issue of 11,999,990,000 Shares to be made upon
capitalization of certain sums standing to the credit of the
share premium account of our Company as referred to in the
section headed “Appendix IV—Statutory and General
Information—A. Further Information About Our Group—3.
Resolutions of our Shareholders”

including restaurants, hotels, bars and pubs

the Companies Law, Cap.22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands

the Central Clearing and Settlement System established and
operated by HKSCC

— 14 —
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“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“CDH Delicacy”

“CDH Delicacy (HK)”

“CDH Subscription Agreement”

“CFDA”

“Chairman”

“Chengdu Dali”

“China” or “PRC”

“close associate(s)”

a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

CDH Delicacy Holdings Limited, a company incorporated
under the laws of BVI on September 1, 2014, and a
Shareholder holding 3% of the issued share capital of our
Company immediately prior to the Global Offering

CDH Delicacy (HK) Limited, a limited liability company
incorporated in Hong Kong on September 10, 2014 and a
wholly-owned subsidiary of CDH Delicacy, who held 1% of
the equity interest in Hui’an Packaging immediately prior to
the Reorganization

the share subscription agreement entered into between CDH
Delicacy, the Company and the Controlling Shareholders on
April 29, 2015, pursuant to which our Company allotted and
issued to CDH Delicacy, and CDH Delicacy subscribed for,
300 ordinary shares of a par value of US$1.00 each of our
Company

China Food and Drug Administration ([ % & i 25 i B 5 4
#2J%)), formerly named State Food and Drug Administration
(SFDA, [ 5 1% il 42 i B 2L =) )

the chairman of the Board

Chengdu Dali Foods Co., Ltd. U ER &M A RAF), a
limited liability company established under the laws of the
PRC on June 28, 2005 and an indirect wholly-owned
subsidiary of our Company

the People’s Republic of China excluding, for the purpose of
this prospectus, Hong Kong, Macau and Taiwan

has the meaning ascribed thereto under the Listing Rules
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“Companies Ordinance” or “Hong

Kong Companies Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Company” or “our Company”

“connected person”

“Controlling Shareholder(s)”

“core connected person(s)”

“Core Product Categories”

“CSRC”

“Dali (BVI)”

“Dali (HK)”

“Dali (PRC)”

“Director(s)”

the Companies Ordinance (Chapter 622 of the laws of Hong
Kong), as amended, supplemented or otherwise modified from
time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the laws of Hong Kong), as
amended, supplemented or otherwise modified from time to
time

Dali Foods Group Company Limited (%5 & /i % B A RA
A]), an exempted company incorporated in the Cayman
Islands on November 4, 2014

has the meaning ascribed thereto in the Listing Rules

has the meaning ascribed thereto in the Listing Rules and,
unless the context requires otherwise, refers to Divine Foods,
Divine Foods-1, Divine Foods-2, Divine Foods-3 and the Xu’s
Family

has the meaning ascribed thereto under the Listing Rules

bread, cakes and pastries; chips, fries and others; biscuits;
herbal tea; plant-based dairy beverages; and energy drinks

China Securities Regulatory Commission (H 5 & ¢ s B 45 71

ZAE)

Dali Foods Holdings Limited, a company incorporated in the
BVI as a limited liability company on November 4, 2014 and
a direct wholly-owned subsidiary of our Company

Dali Foods Group (Hong Kong) Company Limited (2 F] £
EH (FW) ABRAF), previously known as Dali Foods
Group Limited (ZEF| LB AR/, a limited liability
company incorporated in Hong Kong on November 11, 2014
and an indirect wholly-owned subsidiary of our Company

Dali Foods Group Co., Ltd. (ZEF|IEHERARAA)
(formerly known as Fujian Hui’an Dafa Paper Co., Ltd.
(HREEZ KRN AR AA) and Hui’an Dali Packaging
Company Limited (EZZEFEEARAA)), a limited
liability company incorporated in the PRC on February 10,
1993 and an indirect wholly-owned subsidiary of our
Company

director(s) of our Company
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“Divine Foods”

“Divine Foods-1”

“Divine Foods-2”

“Divine Foods-3”

“DTZ”

“e-commerce channel”

“EIT Law”

“Food and Beverage Subsidiaries”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Fujian Dali”

Divine Foods Limited, a company incorporated in BVI on
November 4, 2014 and the immediate holding company and
Controlling Shareholder of our Company

Divine Foods-1 Limited, a limited company incorporated in
BVI on November 4, 2014 and a Controlling Shareholder of
our Company

Divine Foods-2 Limited, a limited company incorporated in
BVI on November 4, 2014 and a Controlling Shareholder of
our Company

Divine Foods-3 Limited, a limited company incorporated in
BVI on November 4, 2014 and a Controlling Shareholder of
our Company

DTZ Debenham Tie Leung Limited, an independent property
valuer

including internet retailers

the PRC Enterprise Income Tax Law promulgated on March
16, 2007 and became effective as of January 1, 2008

refers to Dali (PRC), Shenyang Dali, Shanxi Dali, Hebei Dali,
Nanchang Dali, Jiangsu Dali, Guangdong Dali, Henan Dali,
Shaanxi Dali, Ma’anshan Dali, Yunnan Dali, Gansu Dali, Jilin
Dali, Hubei Dali, Ji’nan Dali, Chengdu Dali and Quanzhou
Dali

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is an
independent third party

the report, written by Frost & Sullivan as commissioned by
the Company containing an analysis of China’s snack food
and non-alcoholic beverage market for the period from 2009
to 2019 and other relevant economic data, as referred in the
section headed “Industry Overview” in this prospectus

Fujian Dali Foods Group Co., Ltd. (@ &% Fl £ 5 5 B A R
7)), a limited liability company established under the laws of
the PRC on August 12, 1992, held as to 55% by Mr. Xu, as to
15% by Ms. Chen and as to 30% by Ms. Xu as at the Latest
Practicable Date
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“Gansu Dali”

“GDP”

“Global Offering”

“GMP”

i)

“Green Application Form(s)

LEENT EE T3 2

“Group”, “our Group”, “we”,
‘6us9’ ()I‘ ‘6Da1i’7

“Guangdong Dali”

“HACCP”

“Hebei Dali”

“Henan Dali”

“HK$” or “Hong Kong dollar(s)”
or “HKD” or “cents”

“HKSCC”

Gansu Dali Foods Co., Ltd. (HEZEHMEMARAAD), a
limited liability company established under the laws of the
PRC on August 31, 2005 and an indirect wholly-owned
subsidiary of our Company

gross domestic product (except as otherwise specified, all
references to GDP growth rates are to real, as opposed to
nominal, rates of GDP growth)

the Hong Kong Public Offering and the International Offering
Good Manufacturing Practice

the application form(s) to be completed by the White Form
eIPO Service Provider, Computershare Hong Kong Investor
Services Limited

our Company and its subsidiaries or, where the context so
requires in respect of the period before our Company became
the holding company of our present subsidiaries, the entities
which carried on the business of the present Group at the
relevant time

Guangdong Dali Foods Co., Ltd. (& RZF| & HA R LA, a
limited liability company established under the laws of the
PRC on August 5, 2010 and an indirect wholly-owned
subsidiary of our Company

Hazard Analysis and Critical Control Points, a systematized
preventive approach to food safety from hazards in
production processes

Hebei Dali Foods Co., Ltd. (UHLZEFE#ARAT), a
limited liability company established under the laws of the
PRC on April 22, 2011 and an indirect wholly-owned
subsidiary of our Company

Henan Dali Foods Co., Ltd. ((WEZEMEMARAA), a
limited liability company established under the laws of the
PRC on July 21, 2010 and an indirect wholly-owned
subsidiary of our Company

Hong Kong dollars and cents respectively, the lawful currency
for the time being of Hong Kong

Hong Kong Securities Clearing Company Limited, a wholly-
owned subsidiary of Hong Kong Exchanges and Clearing
Limited
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“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“Hubei Dali”

“Hui’an Packaging”

“independent third party(ies)”

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

the 169,412,000 Shares being initially offered by our
Company for subscription pursuant to the Hong Kong Public
Offering (subject to reallocation as described in the section
headed “Structure of the Global Offering” in this prospectus)

the offer of the Hong Kong Offer Shares by the Hong Kong
Underwriters at the Offer Price for subscription by the public
in Hong Kong (subject to reallocation as described in the
section headed “Structure of the Global Offering—The Hong
Kong Public Offering” in this prospectus) on the terms and
conditions described in this prospectus and the Application
Forms

Computershare Hong Kong Investor Services Limited

the underwriters of the Hong Kong Public Offering listed in
the section headed “Underwriting—Hong Kong
Underwriters” in this prospectus

the underwriting agreement dated November 9, 2015 relating
to the Hong Kong Public Offering and entered into by, among
others, our Company, our Controlling Shareholders, the Joint
Sponsors, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Hong Kong
Underwriters as further described in the section headed
“Underwriting—Underwriting Arrangements and Expenses”
in this prospectus

Hubei Dali Foods Co., Ltd. (ﬁﬂﬂﬁ%ﬂ@tﬁ:ﬁﬁﬁ/&ﬂ), a
limited liability company established under the laws of the
PRC on June 16, 2005 and an indirect wholly-owned
subsidiary of our Company

Hui’an Dali Packaging Company Limited (55 %2 1|63 %6 R
/3 ¥l), a limited liability company incorporated in the PRC on
February 10, 1993 and was renamed as Dali Foods Group Co.,
Ltd. (ZEF| & 5 22 B A B/~ 7)) after the Reorganization, which
is an indirect wholly-owned subsidiary of our Company

an individual(s) or a company(ies) who or which is/are not
connected (within the meaning of the Listing Rules) with the
Company, any of its Directors, chief executive or substantial
shareholders (within the meaning of the Listing Rules), its
subsidiaries or any of their respective associates
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“International Offer Shares”

“International Offering”

“International Underwriters’

“International Underwriting
Agreement”

“Jiangsu Dali”

“Jilin Dali”

“Jinan Dali”

“Joint Bookrunners”

“Joint Global Coordinators”

]

the 1,524,705,500 Shares being initially offered by our
Company pursuant to the International Offering for
subscription at the Offer Price pursuant to the International
Offering together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the exercise
of the Over-allotment Option (subject to reallocation as
described in the section headed “Structure of the Global
Offering” in this prospectus)

the offer of the International Offer Shares by the International
Underwriters at the Offer Price, outside the United States in
offshore transactions in accordance with Regulation S and in
the United States to QIBs only in reliance on Rule 144A or
any other available exemption from registration under the
U.S. Securities Act, as further described in the section headed
“Structure of the Global Offering—The International
Offering” in this prospectus

the group of international underwriters, led by the Joint
Global Coordinators, that is expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

the underwriting agreement expected to be entered into on or
around the Price Determination Date by, among others, the
Joint Global Coordinators, the Joint Bookrunners, the
International Underwriters, and the Company in respect of the
International Offering, as further described in the section
headed “Underwriting—Underwriting Arrangements and
Expenses—International Offering” in this prospectus

Jiangsu Dali Foods Co., Ltd. (JLEFZFEMARAF), a
limited liability company established under the laws of the
PRC on August 23, 2010 and an indirect wholly-owned
subsidiary of our Company

Jilin Dali Foods Co., Ltd. (& MEF| & 5 A A7), a limited
liability company established under the laws of the PRC on
June 17, 2005 and an indirect wholly-owned subsidiary of our
Company

Jinan Dali Foods Co., Ltd. (BHZEMERARAH), a
limited liability company established under the laws of the

PRC on June 18, 2005 and an indirect wholly-owned
subsidiary of our Company

Merrill Lynch International and Morgan Stanley Asia Limited

Merrill Lynch International and Morgan Stanley Asia Limited
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DEFINITIONS

“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“M&A Rules”

“Ma’anshan Dali”

“Main Board”

“Memorandum of Association” or

“Memorandum”

“modern retail channel”

“MOFCOM”

“Mr. Xu”

Merrill Lynch Far East Limited (in relation to the Hong Kong
Public Offering), Merrill Lynch International (in relation to
the International Offering) and Morgan Stanley Asia Limited

Merrill Lynch Far East Limited and Morgan Stanley Asia
Limited

October 31, 2015 being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining
certain information contained in this prospectus

the listing of the Shares on the Main Board of the Stock
Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or around November 20, 2015 on
which the Shares are listed and from which dealings therein
are permitted to commence on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange

the Rules on the Merger and Acquisition of Domestic
Enterprises by Foreign Investors (B i4M B & # 1 5% 4
DEMHLE)

Ma’anshan Dali Foods Co., Ltd. (J§ &1L R & & A RA ),
a company established under the laws of the PRC on October
9, 2007 and an indirect wholly-owned subsidiary of our
Company

the stock market (excluding the option market) operated by
the Stock Exchange which is independent from and operated
in parallel with the Growth Enterprise Market of the Stock
Exchange

the memorandum of association of our Company which will
become effective upon the Listing Date, as amended from
time to time

sales outlets including hypermarkets, supermarkets and
chained convenience stores

Ministry of Commerce of the PRC (93 A & 3L 1 B 7 5 340

Mr. Xu Shihui (FFH##5E4), the founder of our Group and
the Chairman, an executive Director, chief executive officer
and a Controlling Shareholder of our Company
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“Ms. Chen”

“Ms. Xu”

“Nanchang Dali”

“New Product”

“Nomination Committee”

“Non-PRC Resident Enterprise”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PET” or “polyester chips”

Ms. Chen Liling (BE ¥ % 1), a Controlling Shareholder and
the spouse of Mr. Xu

Ms. Xu Yangyang (#FF% /% 2 1), an executive Director and
vice president of our Company, a Controlling Shareholder and
the daughter of Mr. Xu and Ms. Chen

Nanchang Dali Foods Co., Ltd. (Fd E#F| & HARAF), a
limited liability company established under the laws of the
PRC on August 2, 2010 and our indirect wholly-owned
subsidiary

a new food or beverage product introduced in that year or the
four preceding years, including in relation to food products, a
new product regardless of any packaging or flavor changes of
that food product; and in relation to beverage products, a
beverage product with upgraded packaging or a beverage
product with a new flavor

the nomination committee of the Board

as defined under the current PRC income tax laws, means
companies established pursuant to a non-PRC law with their
de facto management conducted outside the PRC, but which
have established organizations or premises in the PRC, or
which have generated income within the PRC without having
established organizations or premises in the PRC

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1%, SFC transaction levy of
0.0027% and Stock Exchange trading fee of 0.005%)

the Hong Kong Offer Shares and the International Offer
Shares together with, where relevant, any additional Shares
which may be issued by our Company pursuant to the exercise
of the Over-allotment Option

the option expected to be granted by our Company to the
International Underwriters, exercisable by the Joint Global
Coordinators (on behalf of the International Underwriters)
pursuant to the International Underwriting Agreement,
pursuant to which our Company may be required to allot and
issue up to an aggregate of 254,117,500 additional Shares at
the Offer Price to cover over-allocations in the International
Offering, if any, further details of which are described in the
section headed “Structure of the Global Offering
—Over-Allotment Option” in this prospectus

Polyethylene terephthalate, a raw material used in the bottling
process of our non-alcoholic beverages
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“PRC Government” or “State”

“PRC Legal Advisors”

“Pre-IPO Investment”

“Price Determination Date”

“Principal Share Registrar”

“Prospectus”

“province”

“QIB”

“Quanzhou Dali”

“Regulation S”
“Remuneration Committee”

“Reorganization”

“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

“SAIC”

the central government of the PRC, including all
governmental subdivisions (including provincial, municipal
and other regional or local government entities) and its
organsor, as the content requires, any of them

Jingtian & Gongcheng

the pre-IPO investment of CDH Delicacy in our Company by
subscribing for 300 ordinary shares issued by our Company in
accordance with the CDH Subscription Agreement

the date, expected to be on or about November 14, 2015
(Hong Kong time) on which the Offer Price is determined, or
such later time as the Joint Sponsors, the Joint Global
Coordinators (on behalf of the Underwriters) and we may
agree, but in any event no later than November 19, 2015

Maples Fund Services (Cayman) Limited

this prospectus being issued in connection with the Hong
Kong Public Offering

the administrative regions at the provincial level in the PRC

a qualified institutional buyer within the meaning of Rule
144A

Quanzhou Dali Foods Co., Ltd. (GRIMZEFE A RAFA), a
limited liability company established under the laws of the

PRC on January 12, 1993 and an indirect wholly-owned
subsidiary of our Company

Regulation S under the U.S. Securities Act
the remuneration committee of the Board

the reorganization arrangements undergone by our Group in
preparation for the Listing as described in the section headed
“History, Development and Reorganization—Reorganization”
in this prospectus

the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

State Administration of Foreign Exchange of the PRC ([ [
KA Ry )

State Administration of Industry and Commerce of the PRC

(e AR B B ¢ T 4 B A
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DEFINITIONS

6‘SAT’7
6SSFC’7
“SFO” or “Securities and Futures

Ordinance”

“Shanxi Dali”

“Shaanxi Dali”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Shareholders Agreement”

“Shenyang Dali”

“SKU”

“specialty channel”

“SSOP”

State Administration of Taxation of the PRC (2 B0 5 B 755 42
Ja)

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented from time
to time

Shanxi Dali Foods Co., Ltd. (WWPHZEFERARATH), a
limited liability company established under the laws of the
PRC on November 15, 2007 and an indirect wholly-owned
subsidiary of our Company

Shaanxi Dali Foods Co., Ltd. (BEPEEZFEMARAH), a
limited liability company established under the laws of the
PRC on June 28, 2011 and an indirect wholly-owned
subsidiary of our Company

shares in the capital of our Company with a nominal value of
HK$0.01 each

the share option scheme adopted by our Company on August
25, 2015 for the benefit of its employees, Directors,
customers and suppliers of our Group, business or joint
venture partners and certain advisors of our Group and their
respective employees, a summary of the principal terms of
which is set forth in “Appendix IV—Statutory and General
Information—D. Share Option Scheme” to this prospectus

holder(s) of our Shares

a shareholders agreement entered into amongst CDH
Delicacy, the Controlling Shareholders and our Company in
relation to our Company on April 29, 2015

Shenyang Dali Foods Co., Ltd. (#FEMERARAA), a
limited liability company established under the laws of the
PRC on May 21, 2012 and an indirect wholly-owned
subsidiary of our Company

stock keeping unit

sales outlets mainly including gas stations, internet cafes,
schools and karaoke

Sanitation Standard Operating Procedures, sanitation
procedures in food production plants, which is one of the
prerequisite programs of HACCP
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DEFINITIONS

“Stabilizing Manager”
“State Council”

“Stock Borrowing Agreement”

“Stock Exchange”

“subsidiaries”

“substantial shareholder”

“Track Record Period”

“traditional trade channel”

“Underwriters”

“Underwriting Agreements”

“U.S.” or “United States”

“US$”, “USD” or “U.S. dollars”

“U.S. Securities Act”

“VAT”

“White Application Form(s)”

“White Form eIPO”

“White Form eIPO Service
Provider”

Merrill Lynch Far East Limited
State Council of the PRC (" HE A B LA 2 B 75 e )

the stock borrowing agreement expected to be entered into
between Divine Foods and the Stabilizing Manager (or its
affiliates or any person acting for it) on the Price
Determination Date

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules,
unless the context otherwise requires

has the meaning ascribed thereto in the Listing Rules

the period comprising the years ended December 31, 2012,
2013 and 2014 and the six months ended June 30, 2015

sales outlets including small grocery stores, non-chained
convenience stores, kiosks and other small outlets

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

United States dollars, the lawful currency of the United States

the U.S. Securities Act of 1933, as amended and
supplemented or otherwise modified from time to time, and
the rules and regulations promulgated thereunder

value-added tax

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be issued in the
applicant’s/applicants’ own name

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of White Form eIPO at
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited
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DEFINITIONS

“Xiamen Dali”

“Xu’s Family”

“Yellow Application Form(s)”

“Yunnan Dali”

“%97

Xiamen Dali Trading Co., Ltd. (JEMZEFHE AR AA), a
limited liability company established under the laws of the
PRC on April 2, 2010 and an indirect wholly-owned
subsidiary of our Company

Mr. Xu, Ms. Chen and Ms. Xu

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be deposited directly into
CCASS

Yunnan Dali Foods Co., Ltd. (%%%%U@ﬁﬁﬁﬁﬁﬂ), a
limited liability company established under the laws of the
PRC on March 25, 2008 and an indirect wholly-owned
subsidiary of our Company

per cent

The English translation of the PRC entities, enterprises, nationals, facilities, regulations in

Chinese or another language included in this prospectus is for identification purposes only. To the

extent there is any inconsistency between the Chinese names of the PRC entities, enterprises,

nationals, facilities, regulations and their English translations, the Chinese names shall prevail.
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to our
Company and our subsidiaries that are based on the beliefs of our management as well as assumptions
made by and information currently available to our management. When used in this prospectus, the
words “aim”, “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”, “ought

29

to”, “plan”, “project”, “seek”, “should”, “will”, “would” and the negative of these words and other
similar expressions, as they relate to our Group or our management, are intended to identify
forward-looking statements. Such statements reflect the current views of our management with respect
to future events, operations, liquidity and capital resources, some of which may not materialize or may
change. These statements are subject to certain risks, uncertainties and assumptions, including the
other risk factors as described in this prospectus. You are strongly cautioned that reliance on any
forward-looking statements involves known and unknown risks and uncertainties. The risks and
uncertainties facing our company which could affect the accuracy of forward-looking statements

include, but are not limited to, the following:

° our business prospects;
° future developments, trends and conditions in the industry and markets in which we
operate;

° our business strategies and plans to achieve these strategies;

° general economic, political and business conditions in the markets in which we operate;

° changes to the regulatory environment and general outlook in the industry and markets in

which we operate;

° the effects of the global financial markets and economic crisis;

° our ability to reduce costs;

° our dividend policy;
° the amount and nature of, and potential for, future development of our business;
° capital market developments;

° the actions and developments of our competitors; and

° change or volatility in interest rates, foreign exchange rates, equity prices, volumes,

operations, margins, risk management and overall market trends.
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FORWARD-LOOKING STATEMENTS

Subject to the requirements of applicable laws, rules and regulations, we do not have any and
undertake no obligation to update or otherwise revise the forward-looking statements in this
prospectus, whether as a result of new information, future events or otherwise. As a result of these and
other risks, uncertainties and assumptions, the forward-looking events and circumstances discussed in
this prospectus might not occur in the way we expect or at all. Accordingly, you should not place
undue reliance on any forward-looking information. All forward-looking statements in this prospectus

are qualified by reference to the cautionary statements in this section.

In this prospectus, statements of or references to our intentions or those of the Directors are made

as of the date of this prospectus. Any such information may change in light of future developments.

All forward-looking statements contained in this prospectus are qualified by reference to the

cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all the information in this prospectus, including the risks and
uncertainties described below and our financial statements and the related notes, prior to
investing in our Shares. The risk factors relating to our business, industry and China may not
typically be associated with investing in equity securities of similar companies from other
jurisdictions. Our business, financial condition, results of operations and cash flows could be
materially and adversely affected by any of these risks. The trading price of our Shares could
decrease due to any of these risks and you may lose all or part of your investment.

We believe that there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. These risk factors can be broadly categorized into: (i) risks relating to
our business; (ii) risks relating to our industry; (iii) risks relating to China; and (iv) risks relating to
the Global Offering.

RISKS RELATING TO OUR BUSINESS

Our business depends significantly on the strength of our brands and reputation. If we fail to
maintain and enhance our brands and reputation, consumers’ recognition of and trust in us and
our products may be materially and adversely affected.

We rely heavily on the strength of our brands and reputation in marketing and selling our
products. We believe that our “Dali” brand and our five core brands of Daliyuan, Copico, Haochidian,
Heqizheng and Hi-Tiger are recognized among Chinese consumers for quality and reliability, and that
this recognition allows us to establish our Company as the leading snack food and non-alcoholic
beverage manufacturer in China. Our brands and reputation could be harmed by product defects,
ineffective customer services, product liability claims, consumer complaints, or negative publicity or

media reports.

Any negative claim against us, even if meritless or unsuccessful, could divert our management’s
attention and other resources from other business concerns, which may adversely affect our business
and results of operations. We and our products have occasionally been the subject of news reports and
allegations related to product quality and safety. Negative media coverage regarding the safety, quality
or nutritional value of our products, and the resulting negative publicity, could materially and
adversely affect the level of consumer recognition of, and trust in, us and our products. In addition,
adverse publicity about any regulatory or legal action against us could damage our reputation and
brand image, undermine our customers’ confidence in us and reduce long-term demand for our

products, even if the regulatory or legal action is unfounded or immaterial to our operations.

Additionally, China’s snack food and non-alcoholic beverage industry has experienced problems
related to food safety, including contamination, due to adulterated supplies of raw materials and
inadequate enforcement of food-safety regulations and inspection procedures. While these events may
not have any direct connection to us, these types of problems may negatively influence consumer
perception and demand for our products, even if they do not involve our products or operations, which

could adversely affect our results of operations.
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RISK FACTORS

We operate in a highly competitive industry.

We operate in China’s snack food and non-alcoholic beverage industry and generally face strong
competition, based upon factors including brand recognition, flavor, quality, price, availability,
selection and convenience of products. Some of our competitors, in particular foreign companies, may
have been in their respective businesses longer than we have and may have substantially greater
financial, research and development and other resources than us. We also cannot assure you that our
current or potential competitors will not market products comparable or superior to those we provide
or adapt more quickly to evolving industry trends or changing market requirements. Our competitors
in certain regional markets may also benefit from raw material sources or production facilities that are
closer to these markets. It is also possible that there will be consolidation in the snack food and
non-alcoholic beverage industry, integration of upstream and downstream businesses or alliances
among competitors; and as a result, our competitors may rapidly acquire significant market share. Any
of these events may cause our market share, business and results of operations to be adversely
affected.

Furthermore, competition may cause our competitors to substantially increase their advertising
and promotional activities or to engage in irrational or predatory pricing behavior. Our promotion and
advertising expenses amounted to RMB312.4 million, RMB395.5 million, RMB483.7 million and
RMB457.5 million for the three years ended December 31, 2012, 2013 and 2014, and the six months
ended June 30, 2015, respectively. We cannot guarantee that our marketing efforts will be sufficient
to compete with our competitors. An increase in competition could require us to continue to increase
our promotion and advertising expenses, which might place pressure on our margins and affect our
profitability. Additionally, competition may result in price reductions, reduced margins and loss of
market shares for us, any of which could have an adverse impact on our results of operations. We also
cannot assure you that our competitors will not actively engage in activities, whether legal or illegal,
designed to undermine our brands and product quality or to influence consumer confidence in our
products.

Any food safety or health problems or any negative publicity or media reports related to our raw
materials, our products or the general food and beverage industry could adversely affect our
reputation and our ability to sell our products.

We are subject to risks affecting the food and beverage industry generally, including risks posed
by the following:

food and beverage contamination;

° contamination of raw materials;

° spoilage of raw materials;

° consumer product liability claims;
° product tampering;



RISK FACTORS

° product labeling errors;
° the expense and possible unavailability of product liability insurance; and
° the potential cost and disruption of product recalls.

If our raw materials or products are found to be spoiled, contaminated, tampered with,
incorrectly labeled or reported to be associated with any such incidents, our reputation, business,
financial condition, results of operations and prospects could be materially and adversely affected. For
example, in 2008, sales of infant formula and powdered milk contaminated with melamine caused the
death of a number of infants as well as illness in hundreds of thousands of others in China. In addition,
in 2009 and 2010, further incidents of substandard infant formula and powdered milk contaminated
with melamine were also uncovered in China. Although we do not currently produce infant formula
or powdered milk and none of our plant-based and milk beverage products was involved in these
incidents, reports of contaminated or tainted dairy products produced by other manufacturers in China
could negatively affect the non-alcoholic beverage industry as a whole and our business, even if there
is no association with our products. Such adverse publicity could negatively affect our sales, increase
government oversight of our industry, and have a material adverse effect on our business, results of
operations and financial condition.

There can be no assurance that contamination of our raw materials or products will not occur
during the transportation, production, distribution and sales processes due to reasons unknown to us
or out of our control. For example, in June 2015, a batch of our Haochidian crispy walnut biscuits
(i nz B A Me A% Pk 8F) manufactured by Chengdu Dali failed the food sampling spot test conducted by
the local branch of CFDA likely due to contamination during sample testing, packing or transportation
of the finished products in the aforesaid batch from the production factory to the warehouse. For
further details of our quality control measures on our raw materials and products, please see the
section headed “Business—Quality Control and Food Safety” in this prospectus.

In addition to the risks caused by our processing operations and the subsequent handling of our
products, we may encounter the same risks if a third party tampers with our products. Any product
contamination could also subject us to product liability claims, adverse publicity and government
scrutiny, investigation or intervention, product return, resulting in increased costs and any of these
events could have a material and adverse impact on our reputation, business, financial condition,
results of operations and prospects.

Inadequate or interrupted supply and price fluctuation for our raw materials and packaging
materials could adversely affect our profitability.

Production volumes and costs for our products are dependent on our ability to source raw
materials and packaging materials at acceptable prices and maintain a stable and sufficient supply of
our major raw materials, including sugar, eggs, flour, palm oil, powdered milk, mesona and peanuts,
and major packaging materials, such as polyester chips. Our costs of raw materials and packaging
materials constituted 81.2%, 81.3%, 79.6% and 79.4% of our cost of sales in the three years ended
December 31, 2012, 2013 and 2014, and the six months ended June 30, 2015, respectively. Raw
materials and packaging materials we use are subject to price volatility caused by external conditions,
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such as commodity price fluctuations, supply and demand dynamics, logistics and processing costs,
our bargaining power with the suppliers, inflation, and governmental regulations and policies. For
example, the market price of sugar, a key raw material for our production, fell from RMB6,475 per
metric ton in January 2012 to RMB4,023 per metric ton in September 2014 and increased to
RMBS5,288 per metric ton in June 2015, according to Frost & Sullivan. The price of polyester chips
is largely affected by crude oil prices, which largely determines the prices of polyester chips’ key raw
materials, ethylene glycol and terephthalic acid. These fluctuations can be significant, as shown in
recent years, with average prices of polyester chips in China deceasing from RMB10,985 per metric
ton in January 2012 to RMB6,888 per metric ton in June 2015, according to Frost & Sullivan. We
expect that our raw material and packaging material prices will continue to fluctuate and be affected
by inflation and other factors over which we have no control. Historically, we have not hedged against
changes in commodity prices, and we do not intend to enter into such hedges in the future. As such,
commodity price increases may result in unexpected increases in our raw material and packaging
material costs, and if we are unable to manage these costs or to increase the prices of our products

to offset these increased costs, our margins and overall profitability may decrease.

If all or a significant number of our suppliers for any particular raw material or packaging
material are unable or unwilling to meet our requirements, we could suffer shortages or significant
cost increases. Our raw material and packaging material suppliers could fail to meet our needs for
various reasons, including fires, natural disasters, weather, manufacturing problems, disease, crop
failure, strikes, transportation interruptions, government regulation, political instability or terrorism.
A failure of supply could also occur due to suppliers’ financial difficulties, including bankruptcy.
Changing raw material or packaging material suppliers may require long lead time. We may not be
able to locate alternative suppliers in sufficient quantities, of suitable quality, or at an acceptable
price. Continued supply disruptions could exert pressure on our costs, and we cannot assure you that
all or part of any increased costs can be passed along to our customers in a timely manner or at all,

which could negatively affect our business, overall profitability and financial performance.

Our efforts in developing, launching and promoting new products may not be successful.

The snack food and non-alcoholic beverage industry in China is highly competitive and
consumers are tempted to shift their choices and preference whenever new products are launched or
introduced by various marketing and pricing campaigns of different brands. In light of the highly
competitive and volatile environment, our future growth depends on our ability to continue to
introduce new products, flavors and packaging. Developing and introducing new products can be risky
and expensive, and we cannot assure you that our new products or flavors will gain market acceptance
or meet the particular tastes or requirements of consumers. We may not be able to introduce new
products that are fast-growing or generate acceptable margins. In addition, we may fail to reduce
production of our products that are experiencing declining consumption in a timely and cost-effective
manner. To the extent we are unable to execute our strategy of continuously introducing new products,
improving our portfolio of products and satisfying consumers’ changing preferences, our market share

and financial performance would be negatively affected.
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We may be unable to effectively manage our future growth and expansion.

Our future growth may result from establishing new production facilities, expanding our
production capacity, introducing new products, expanding our sales and distribution network, entering
new markets or new sales channels. For example, we will commence constructing new production
facilities in Shenyang, Liaoning Province and are currently constructing a new office building in
Xiamen, Fujian Province. Our ability to achieve growth will be subject to a range of factors, including:

° competing with existing companies in our markets;

° expanding our sales network, in particular with key accounts;

° enhancing our research and development capabilities;

° hiring and training qualified personnel;

° controlling our costs and maintaining sufficient liquidity;

° prioritizing our financial and management controls in an efficient and effective manner;

° exercising effective quality control;

° managing our various suppliers and leveraging our purchasing power;

° maintaining our high food-safety standards; and

° strengthening our existing relationships with distributors.

We face increased risks when we enter new markets, either within China or overseas, or enter
new sales channels, including the e-commerce channel. We have entered the e-commerce channel and
started exporting our products to other countries. New markets and sales channels may have different
regulatory requirements, competitive conditions, consumer preferences and discretionary spending
patterns from our existing markets and sales channels. Consumers in new markets and sales channels
are likely to be unfamiliar with our brands and products and we may need to build or increase brand
awareness in the relevant markets and sales channels by increasing investments in advertising and
promotional activities than we originally planned. We may find it more difficult in new markets to
hire, train and retain qualified employees who share our business philosophy and culture. In addition,
we may have difficulty in finding reliable suppliers with adequate supplies of ingredients meeting our
quality standards or distributors with efficient distribution networks. As a result, any products we
introduce in new markets may be more expensive to produce and/or distribute and may take longer to
reach expected sales and profit levels than in our existing markets, which could affect the viabilities
of these new operations or our overall profitability.

In the e-commerce channel, we started operating flagship “stores” on major e-commerce

websites, such as Yihaodian, in April 2014. We also sell our products to major e-commerce operators
and online distributors. Our development of the e-commerce channel depends on many factors, most
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of which are beyond our control, including: the trust and confidence level of China’s online
consumers, as well as changes in consumer consumption patterns, tastes and preferences; the growth
of Internet usage in China; and the development of fulfillment, payment and other ancillary services
associated with e-commerce sales. A decline in the popularity of online shopping or any failure to
respond to trends and consumer requirements in the e-commerce channel may adversely affect our
sales and our business and growth prospects in this sales channel.

Additionally, our expansion plans and business growth could strain our managerial, operational
and financial resources. Our ability to manage future growth will depend on our ability to continue
to implement and improve operational, financial and management information systems on a timely
basis and to expand, train, motivate and manage our workforce. We cannot assure you that our
personnel, systems, procedures and controls will be adequate to support our future growth. Failure to
effectively manage our expansion may lead to increased costs and reduced profitability and may
adversely affect our growth prospects. In addition, as we expand our operations, we may encounter
regulatory, personnel and other difficulties that may also increase our costs of operations.

We rely on third-party distributors to place our products into the market and we may not be able
to control our distributors and their sub-distributors and retailers.

We rely on third-party distributors to sell our products. As of June 30, 2015, our distribution and
sales network in China covered all provinces and cities and most county-level divisions in China and
consisted of more than 3,900 distributors. Purchases by distributors accounted for the substantial
majority of our sales. For the years ended December 31, 2012, 2013 and 2014 and the six months
ended June 30, 2015, sales to our distributors accounted for 98.9%, 98.0%, 97.3% and 96.3% of our
total revenue, respectively. As we mainly sell and distribute our products through distributors, any one
of the following events could cause fluctuations or declines in our revenue and could have an adverse
effect on our financial condition and results of operations:

° reduction, delay or cancellation of orders from one or more of our distributors;

° selection or increased sales by our distributors of our competitors’ products;

° failure to renew distribution agreements and maintain relationships with our existing
distributors;

° failure to establish relationships with new distributors on favorable terms; and

° inability to timely identify and appoint additional or replacement distributors upon the loss
of one or more of our distributors.

We may not be able to compete successfully against larger and better-funded sales and marketing
campaigns of some of our current or future competitors, especially if these competitors provide their
distributors with more favorable arrangements. We cannot assure you that we will not lose any of our
distributors to our competitors, which could cause us to lose some or all of our favorable arrangements
with such distributors and may result in the termination of our relationships with other distributors.
In addition, we may not be able to successfully manage our distributors and the cost of any
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consolidation or further expansion of our distribution and sales network may exceed the revenue
generated from these efforts. There can be no assurance that we will be successful in detecting any
non-compliance by our distributors with the provisions of their distribution agreements.
Non-compliance by our distributors could, among other things, negatively affect our brand, demand
for our products and our relationships with other distributors. Furthermore, if the sales volumes of our
products to our consumers are not maintained at a satisfactory level or if distributor orders fail to track
end-consumer demand, our distributors may not place orders for new products from us, may decrease
the quantity of their usual orders or may ask for discount on the purchase price. The occurrence of any
of these factors could result in a significant decrease in the sales volume of our products and therefore
adversely affect our financial condition and results of operations.

We recorded significant growth during the Track Record Period and may not sustain our growth
rate in the future.

During the Track Record Period, we recorded significant growth, as our revenue increased by
18.6% from RMB10,812.0 million in 2012 to RMB12,827.0 million in 2013, by 16.1% to
RMB14,894.0 million in 2014, and by 15.1% from RMB7,388.1 million in the six months ended June
30, 2014 to RMB8,504.5 million in the same period of 2015. In addition, our net profit increased by
71.9% from RMB692.6 million in 2012 to RMB1,190.8 million in 2013, by 74.4% to RMB2,076.7
million in 2014, and by 46.6% from RMB1,034.5 million in the six months ended June 30, 2014 to
RMBI1,517.1 million in the same period of 2015. However, our financial growth may be negatively
affected by risks and uncertainties described in this prospectus or otherwise. There can be no
assurance that we will sustain our financial growth rate at historical levels or that we will be able to
manage our growth successfully. In particular, the significant increase in revenue and high profit
margin of our energy drink products in 2014 may not be sustainable in the future. In addition, the
growth rate of our net profit from 2012 to 2014 may not be sustained in 2015 or in the future, given
our relatively large net profit in 2014 and due to factors, risks and uncertainties, including uncertainty
as to our ability to continue introducing new popular products and uncertainty as to our ability to
continue strengthening our penetration in traditional trade, modern retail and other sales channels. You
should not rely on our operating results for any prior periods as an indication of our future operating
performance. Should any of the risks in relation to our growth strategy materialize, we may not be able
to take advantage of market opportunities, execute our business plans or appropriately respond to
competitive pressures, and our business, financial condition, results of operations and growth
prospects may be materially and adversely affected.

Our business is subject to changes in consumer taste, preferences, perceptions and spending
patterns.

Our business depends substantially on factors such as consumer preferences and tastes, consumer
income, consumer perceptions of and confidence in our product safety and quality and consumer
awareness of health issues, all of which affect consumer spending patterns. A decline in the demand
for our products could occur as a result of a change in any of the factors described above at any time,
and our future success will depend partly on our ability to anticipate, identify or adapt to such changes
and to timely offer new advertising and promotion strategies that can attract consumers to our
products.
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We cannot assure you that we will be able to adapt our product portfolio to changes in seasons,
food and beverage trends or shifts in consumer preferences and tastes. We may not be able to introduce
new products that are in faster-growing and more profitable categories or reduce our production of
products in categories experiencing consumption declines. Additionally, trends and shifts in consumer
preferences and tastes may apply downward pressure on sales and pricing or lead to increased levels
of selling and promotional expenses. Any of these factors could have a material adverse impact on our
financial condition and results of operations.

We do not usually enter into long-term arrangements with our suppliers, distributors and key
accounts.

To retain operation flexibility, we usually do not enter into long-term arrangements with our
suppliers, distributors or key accounts, and instead enter into or extend agreements with them
annually. They may reduce or cease purchasing products from us or reduce or cease supplying raw
materials to us at any time, which could adversely affect our business and results of operations. There
is no guarantee that our current or future contracts can be negotiated on terms and prices equivalent
to or better than current terms and prices. In addition, if we face increased costs from our suppliers,
we may not be able to pass on these higher costs along to our customers.

We had net current liabilities as of December 31, 2012, 2013 and 2014, June 30, 2015 and
September 30, 2015 and we cannot assure you that we will not continue to record net current
liabilities.

As of December 31, 2012, 2013 and 2014, June 30, 2015 and September 30, 2015, we had net
current liabilities of RMB690.7 million, RMB1,041.2 million, RMB4,124.9 million, RMB1,460.0
million and RMB742.7 million, respectively, primarily because we used cash flows from operating
activities, capital contributions from the Controlling Shareholders and advances from the Controlling
Shareholders to purchase property, plant and equipment and prepaid land lease payments for our
production facilities and to purchase production lines, and we incurred significant amounts due to
related parties and had dividends payable to a related party in connection with the Reorganization. We
may have net current liabilities in the future. Please see the section headed “Financial
Information—Liquidity and Capital Resources—Current Assets and Liabilities” in this prospectus for
further details regarding our net current liabilities. Having significant net current liabilities could
constrain our operational flexibility and adversely affect our ability to expand our business. If we do
not generate sufficient cash flow from our operations to meet our present and future financial needs,
we may need to resort to external funding. If adequate external funds are not available on
commercially reasonable terms or at all, we may face liquidity difficulties. As such, our business,
financial condition and results of operations may be materially and adversely affected.

We may not be able to protect our intellectual property rights and industrial know-how, and our
ability to compete could be harmed if our intellectual property rights are infringed by or our
industrial know-how is disclosed to third parties.

We have developed trademarks, patents, copyrights, industrial know-how, product formula,
production processes, technologies and other intellectual property rights that are of significant value
to us. As of June 30, 2015, we had 118 registered trademarks, 26 patents and 24 copyrights in China.
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Our products are marketed under our trademarks and brand names, which are amongst the most
well-known brands for consumers in China and are critical to our continued success and growth,
including, in particular, our brand “Dali” and five core brands “Daliyuan”, “Copico”, “Haochidian”,
“Heqizheng” and “Hi-Tiger.” Counterfeiting and imitation of popular branded products occurs from
time to time in China. We cannot assure you that we will be able to promptly detect the presence of
counterfeited products in the market. Occurrence of counterfeiting or imitation could impact our
reputation and brands, which may lead to loss of consumer confidence, reduced sales or higher
administrative costs in respect of detection and prosecution. In addition, there can be no assurance that
any of our intellectual properties will not be challenged, misappropriated or circumvented by third
parties. In addition, China’s legal regime governing intellectual properties is still evolving and the
level of protection of intellectual property rights in China may differ from those in other jurisdictions,
which results in a higher degree of uncertainty as to interpretation and enforcement and may limit our
legal protections. Litigation to protect intellectual property rights, in particular industrial know-how,
may also be difficult, expensive and ineffective. During the Track Record Period, we discovered
numerous incidents of possible infringements and made report to relevant Chinese government
authorities. Appropriate actions were taken by the relevant Chinese government authorities, including
the confiscation of counterfeit productions and imposition of fines.

In addition, we rely on trade secrets protection to secure our product formulas and production
processes. We rely on a combination of contractual responsibilities and confidentiality restrictions in
our agreements with employees, agents, distributors, retailers and other entities to which we disclose
our product formulas, and legal and statutory protections to safeguard our proprietary rights, including
the ingredients and product formulas. Any confidentiality breach by our employees or any other
entities having access to our formulas and other trade secrets could result in third parties, including
our competitors, gaining access to such formulas and trade secrets. If our competitors are able to
successfully imitate our product formulas and/or our product packaging while managing to provide
comparable products at competitive prices, our market share may decrease.

If the steps we have taken and the protection provided by law do not adequately safeguard our
intellectual property rights and industrial know-how, we could suffer losses in profits due to the sales
of competing products, which exploit our intellectual property rights and industrial know-how. We
may also be subject to disputes, claims or litigation involving our intellectual property rights or
third-party intellectual property rights and we may be accused of infringing the intellectual property
rights of others. Any of these developments could disrupt our business, divert our resources and
management’s attention from our operations and materially and adversely affect our financial
condition and results of operations and prospects.

Our operations may be interrupted by production difficulties due to mechanical failures, utility
shortages or stoppages, fire, acts of God or other calamities at or near our facilities.

We rely on machines and equipment to achieve mass production of our products. Any mechanical
failures or breakdown could materially disrupt our production and cause us to incur additional costs
to repair or replace the affected mechanical system. There can be no assurance that we will not
experience problems with our machines and equipment or that we will be able to address any such
problems or obtain replacements in a timely manner. Problems with key machines and equipment in
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one or more of our production facilities may affect our ability to produce our products or cause us to
incur significant expense to repair or replace the affected machines or equipment. Any of these could
have a material adverse effect on our business, financial condition, results of operations and prospects.

Furthermore, our production and operations depend on a continuous and adequate supply of
utilities, such as electricity, water and gas. If there are any shortages of power, water, gas or other
utilities, the Chinese authorities may require our production facilities to be shut down periodically.
Any disruption in the supply of electricity, water or gas at our production facilities would disrupt our
production, and could cause deterioration or loss of our products. This could adversely affect our
ability to fulfill our sales orders and consequently may have an adverse effect on our business and

operations.

In addition, our facilities and operations are subject to various risks. Fire, earthquakes, natural
disasters, pandemic or extreme weather, including droughts, floods, excessive cold or heat, typhoons
or other storms, causing power outages, gas or water shortages, damage to our production and
processing facilities or disruption of transportation channels, among other events, could significantly
interfere with our operations. For example, the Sichuan earthquake in May 2008 and the Yushu
earthquake in April 2010 caused delays in our production plans at our Chengdu and Gansu production
facilities, respectively. Any failure to take adequate steps to mitigate the potential impact of
unforeseeable events, or to effectively respond to such events, could adversely affect our business,
financial condition and results of operations.

We may not be able to attract and retain our core management team and other key personnel for
our operation.

Our future business performance and prospects depend significantly on our Directors and senior
management, as they are in charge of the overall planning of the development of our Group and the
direction of our operations. In particular, we are reliant on our founder, Chairman and chief executive
officer, Mr. Xu, who has approximately 26 years of experience in the industry and develops our
business from a local food enterprise to a leading snack food and beverage company in China. If Mr.
Xu or any of our Directors and/or any members of senior management were to terminate their
employment with us, we may not be able to find suitable replacements in a timely manner, at
acceptable cost or at all. In addition, competition for qualified personnel in China is intense and the
availability of suitable candidates is limited. Failure to attract and retain our core key personnel could

materially and adversely affect our results of operations and business prospects.

Our performance depends on favorable labor relations with our employees, and any
deterioration in labor relations, shortage of labor or material increase in wages may have an
adverse effect on our results of operation.

The production and sale of food and beverage products is labor intensive, and our success
depends on our ability to hire, train, retain and motivate our employees. We consider favorable labor
relations as a significant factor that can affect our performance, and any deterioration of our labor

relations could cause labor disputes, which could result in disruption of production and operations.
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Since the reform and opening up, China has experienced rapid economic growth, which has
resulted in a significantly increased labor costs. Average labor wages are expected to increase. In
addition, we may need to increase our total compensations to attract and retain experienced personnel
required to achieve our business objectives. Any material increase in our labor costs may have an

adverse effect on our results of operations.

Our employees are subject to risks of serious injury caused by the use of production equipment

and machinery.

We use heavy machinery and equipment such as industrial mixing, rolling and compressing
machines and cutting equipment, which are potentially dangerous and may cause industrial accidents
and personal injury to our employees. Any significant accident caused by the use of this equipment
or machinery could interrupt our production and result in legal and regulatory liabilities. Although we
have purchased work-related injury insurance for our employees as well as employer’s liability
insurance, insurance coverage related to accidents resulting from the use of our equipment or
machinery may be inadequate to offset losses arising from claims related to such accidents. We cannot
assure you that accidents will not happen in the future. In addition, potential industrial accidents
leading to significant property loss or personal injury may subject us to claims and lawsuits, and we
may be liable for medical expenses and other payments to the employees and their families as well
as fines or penalties. As a result, our reputation, brands, business, results of operations and financial

condition may be materially and adversely affected.

Our insurance coverage may not be adequate to cover all the risks.

During the Track Record Period, we have maintained insurance coverage including pension,
medical, unemployment, work-related injury and maternity insurance for our employees, property
insurance and auto liability. Please see the section headed “Business—Insurance” in this prospectus
for further details. However, we do not maintain insurance policies against product liability,
interruptions to business operations, third party liability claims against personal injury or
environmental liabilities. If we are exposed to the liabilities in respect of any of these uninsured risks,
or if we do not have adequate insurance coverage, our business, financial condition, results of

operations and the prospects could be materially and adversely affected.

Our facilities and operations may require substantial investment and upgrading.

We have an advanced research and development team to develop new products and new
techniques and to improve existing production technologies and processes. Our facilities and
operations may require substantial investment and upgrading to apply those research results or to
expand our production capacity or optimize our existing production capability. We expect to incur
substantial costs to upgrade our facilities and equipment. If the upgrading costs exceed the anticipated
costs or the upgrade does not bring increase of revenue as anticipated, our financial condition could
be adversely affected.
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Our sales and reputation may be adversely affected by delays in delivery or poor handling by
third party logistics services providers.

We are typically responsible for delivering our products to our customers, and we rely on third
party logistics services providers to provide these services. There are various reasons beyond our
control that could cause delays in delivery, including natural disasters and extreme weather, labor
strike and road maintenance constructions. Delays in delivery could reduce the shelf life of our
products and in turn adversely affect our results of operations. Additionally, third-party logistics
services providers may cause damage to or lose our products. If our products are not delivered on time,
we may breach our distribution agreements and have to pay compensation to our distributors and
retailers accordingly. More importantly, this may adversely affect our reputation and further cause loss
of distributors or retailers and market share, which could adversely affect our results of operations.

Failures or security breaches of our information technology systems could disrupt our operations
and generate additional maintenance costs.

We use information technology systems to monitor our production process, increase efficiencies
in our facilities and inventory management, and manage and analyze our operations and financial
information. In addition, we rely on information technology for electronic communications between
our facilities, personnel, distributors, customers and suppliers. However, information technology
system could be vulnerable to various threats including unauthorized disclosure of information,
intentional alteration of data, cyber-attacks, acts of nature, electrical disruption, system configuration
error and telecommunication malfunction. Although we have implemented protection schemes for our
information technology system, these protection may not be sufficient. Any serious system failure or
system malfunction could cause negative impact on our operations and reputation. Any unauthorized
disclosure of information could cause leak of trade secrets, confidential information and customer

information, which could adversely affect our results of operation, financial condition and reputation.

The outbreak of any severe contagious diseases, if uncontrolled, could adversely affect our
business and results of operation.

Our business could be materially and adversely affected by the outbreaks of contagious diseases
such as Severe Acute Respiratory Syndrome, or SARS, influenza A (including HINI1, H7N9 and
H10NS8) and Ebola that spread across China and the world in recent years. While we did not suffer any
material loss resulting from the contagious diseases during the Track Record Period, if a similar
disaster were to occur in the regions where we operate, our operations could be materially and
adversely affected as a result of loss of personnel, damages to property or decreased demand for our
food and beverage products.

In addition, if any of our employees is infected or affected by any severe communicable diseases,
it could adversely affect or disrupt our production at the relevant production facility and adversely
affect our business operations as we may be required to close our production facilities to prevent the
spread of the disease. The spread of any severe communicable disease in China may also affect the
operations of our suppliers, distributors and customers, causing delivery disruptions, which could in
turn adversely affect our operating results.
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Defects related to certain of our properties may adversely affect our ability to use these
properties.

As of the Latest Practicable Date, we leased 25 properties with a total gross floor area of
approximately 262,402.60 sq.m. We have not obtained the registration certificate for any of these
leased properties. There can be no assurance that the relevant government authorities would not
impose administrative penalties on us as a result of the non-registration of these lease agreements. If
we are liable for fines because of the non-registration of lease agreements, our business operation

could be adversely affected.

As of the Latest Practicable Date, we owned 54 parcels of land with an aggregate site area of
approximately 3,117,191.23 sq.m. for our production facilities, ancillary facilities and offices. We
have obtained the land use rights certificates for 54 parcels of land, two of which have title defects
(“Defective Land”). The Defective Land has a total site area of 92,257 sq.m. in Quanzhou, Fujian
province, which accounted for approximately 3.0% of the total site area of land use rights we owned.
The Defective Land was obtained by Quanzhou Dali from the competent government authorities by
way of state allocation (#|##) at the time the company was being incorporated. We have obtained the
state-owned land use right certificates for the Defective Land. As a private company, we are required
by the applicable Chinese laws and regulations to complete land use right transfer procedures to
convert these allocated land use rights into granted land use rights. We are going through the land use
right grant procedures. However, there can be no assurance that we can complete the land use right
transfer procedures and that the relevant government authorities would not impose fines or require us
to relocate our facilities for non-completion of the land use right grant procedures. If we are liable for
the fines of non-completion of the land use right transfer procedures and be required to relocate our

facilities, our business operation can be adversely affected.
RISKS RELATING TO OUR INDUSTRY

China’s food and beverage industry is affected by fluctuations in the domestic and global
economy and financial markets.

Our business operations depend on the conditions and overall activity levels in the food and
beverage industry, which may be adversely affected by changes in national or global economic
conditions and local economic conditions in the markets in which we operate. These types of changes
could include GDP growth, inflation, interest rates, availability of and access to capital markets,
consumer spending rates and the effects of governmental initiatives to manage economic conditions.
Weak economic conditions could harm our business by contributing to reductions in demand,
insolvency of key suppliers, potential customer and counterparty insolvencies, and increased
challenges in conducting our operations. For example, the global economic slowdown and turmoil in
the global financial markets that started in the fourth quarter of 2008 resulted in a general credit
crunch, higher level of commercial and consumer delinquencies, lack of consumer confidence and
increased market volatility. Any slowdown in global, regional or national economy could cause a drop
in consumer confidence and the level of disposable income, which result in lower demand for our

products, affecting our business, results of operations and financial position.
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In addition, the general lack of available credit and confidence in the financial markets
associated with any market volatility or downturn could adversely affect our access to capital as well
as our suppliers’ and customers’ access to capital, which in turn could adversely affect our ability to

fund our working capital requirements and capital expenditures.

We may not be able to obtain or renew the necessary licenses and permits for our business or
maintain our existing standard certifications.

In accordance with Chinese laws and regulations, we are required to obtain and maintain various
licenses and permits in order to operate our business at each of our production facilities including,
without limitation, the production license for industrial products (4= T35 7 /i 2E & #F il #) and the
production license for health food (fRfdf ik FF Al 7). We are also required to comply with
applicable Chinese health and hygiene and production safety standards in relation to our production
processes. Our production facilities are subject to regular inspections by the regulatory authorities for
compliance with the relevant laws and regulations in the China, including Regulations on the
Administration of Production Licenses for Industrial Products of the PRC (2 A R A B T 25 7 4
A R ] RS A FUB9]), Implementation Measures for the Regulations for the Administration of
Production Licenses for Industrial Products of the PRC (" 3 A B 3 F0 ) T 2E 7 5 AF A 5 m) 76 45 B
BIE i HE1%) and Food Safety Law of the PRC (¥ A R ILANE & 5 % 4 1%). Failure to pass these
inspections, or the loss of or failure to obtain or renew our licenses and permits when they expire,
could require us to temporarily or permanently suspend some or all of our production activities, which
could disrupt our operations and adversely affect our business. In addition, we have obtained and
maintain certifications for certain internal quality management standards, such as ISO 9001:2008 and
ISO 22000:2005. Failure to obtain or renew these certifications when they expire could adversely

affect our business and reputation.

Our environmental related costs may increase if the Chinese environmental protection laws
become more onerous, and non-compliance with relevant environmental protection laws could
lead to imposition of fines and penalties and harm our business.

Our business is subject to China’s environmental protection laws and regulations. These laws and
regulations requires us to adopt effective measures to control and properly dispose of waste materials,
waste water and other environmental waste materials, as well as fee payments from manufacturers
discharging waste substances. Fines may be levied against us if we cause pollution in excess of
permitted levels. If we fail to comply with such laws or regulations results in environmental pollution,
the administrative department for environmental protection can levy fines. If the circumstances of the
breach are serious, the Chinese government may suspend or close any operation failing to comply with
such laws or regulations. For example, there were certain environmental non-compliance incidents at
some of our subsidiaries. One of our subsidiaries, Jinan Dali, was in breach of the Law on Prevention
and Treatment of Air Pollution of the PRC ({H#E A\ RALFNE K575 4 BiiG1%) ), the Law on the
Prevention and Treatment of Water Pollution of the PRC (% A\ RILMB /K Ii5HB5IG7%)) and
during Track Record Period was fined the total sum of RMB236,914, because the waste water and
waste air released by it were in excess of the permitted levels. In addition, during the Track Record

Period, certain of our subsidiaries failed to complete the Environmental Protection Acceptance
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Procedures (BR{#ER UL T 4) and/or obtain the Pollutants Emission Permit (754« BE i 7] 5%). Please
see the section headed “Business—Legal Compliance and Proceedings—Non-compliance Matters” in
this prospectus for further details about these incidents. Any environmental non-compliance incidents
could materially adversely affect our business and financial condition.

There can also be no assurance that the Chinese government will not change the existing laws
or regulations or impose additional or stricter laws or regulations, compliance with which may cause
us to incur significant capital expenditure and which may as a result materially adversely affect our
financial condition.

In addition, many countries have introduced recycling fees on the use of certain containers,
particularly those made from glass, plastic or aluminum. Currently, there are no statutes or regulations
requiring payment of these types of fees in China. However, if these types of fees were to be
introduced in China, particularly with regard to the PET bottles we use to package our beverage
products, they could have a material adverse effect on our results of operations to the extent that we
are unable to fully pass the relevant costs on to our customers, or that these types of regulations deter
consumers from purchasing these products.

Changes in food-safety laws may affect our business.

As a manufacturer of products intended for direct human consumption, we are subject to
extensive food-safety laws and regulations of China and other countries to which we distribute our
products. For instance, the Chinese food-safety laws require all enterprises engaged in the production
of energy drinks to obtain the Certificate of Health Food (F#fE & 5 it #E 7 ) and GMP qualification
for each of their production facilities. They also set out standards with respect to food and food
additives, packaging and containers, information to be disclosed on packaging as well as hygiene
requirements for food production and sites, facilities and equipment used for the transportation and
sale of food. In addition, the recent amendments to the Food Safety Law of the PRC ({H # A\ R AL FI
ﬁ'ﬁﬁ%%% which became effective on October 1, 2015 has extended its coverage to, among
others, regulating health food as well as sales of food products through e-commerce channels. Please
see the section headed “Regulatory Overview” in this prospectus for further details.

If we fail to comply with food-safety laws in China or other jurisdictions in which we distribute
our products, we may be subject to fines, suspension of operations, loss of food production licenses
and, in more extreme cases, criminal proceedings against us and our management. Any of these events
would have an adverse impact on our production, business, results of operations and financial
condition.

There can be no assurance that the Chinese government or the governmental authorities of other
jurisdictions in which we distribute or sell our products will not impose additional or stricter laws or
regulations on food safety, providing for stricter and more comprehensive monitoring and regulation
of food manufacturers and distributors in areas including food production and distribution, which may
lead to an increase in our costs of complying with such regulations. We may be unable to pass these
additional costs on to our customers, which may result in an adverse effect on our results of
operations.
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Litigation or legal proceedings could expose us to liability, divert our management’s attention
and negatively impact our reputation.

We may be involved in litigation or legal proceedings during the ordinary course of business
operations related to, among other things, product or other types of liability, labor disputes or contract
disputes that could have a material and adverse effect on our financial condition. These actions could
also expose us to adverse publicity, which might adversely affect our brands, reputation and customer
preference for our products. If we become involved in any litigation or other legal proceedings in the
future, the outcome of these types of proceedings could be uncertain and could result in settlements
or outcomes that adversely affect our financial condition. In addition, any litigation or legal
proceedings could incur substantial legal expenses as well as significant time and attention of our
management, diverting their attention from our business and operations.

RISKS RELATING TO CHINA

Changes in political, social and economic policies in China may materially and adversely affect
our business, financial condition, results of operations and prospects.

All of our operating subsidiaries are located in China and all of our business activities are
conducted in China. Accordingly, changes in political, social and economic policies in China may
materially affect our results of operations and business prospects. The Chinese economy differs from
the economies in most developed countries in many aspects, including the level of government
involvement, degree of development, economic growth rate, control of foreign exchange and
allocation of resources. Since 1978, the Chinese government has implemented many economic and
social reform measures. As a result, China is experiencing a transition from a planned economy to a
more market-oriented economy. Many of the reforms are exploratory or experimental, and they are
expected to be modified as the economic and social situation develops. This refining and adjustment
process may not necessarily have a positive effect on our operations and business development.
Although China has experienced rapid economic growth over the past decades, its continued growth
has been facing downward pressure since the second half of 2008 and its annual GDP growth rate has
declined from 9.5% in 2011 to 7.7% in 2012 and from 7.7% in 2013 to 7.3% in 2014, according to
National Bureau of Statistics of China (H #E A [ A1 E B K 4t 51 J/5). There is no assurance that future
growth will be sustained at similar rates or at all. Our business, financial position, results of
operations and prospects may be adversely affected by Chinese government’s political, economic and
social policies affecting our industries.

Uncertainties in the Chinese legal system may adversely affect our business and limit the legal
protection available to you.

Our subsidiaries and operations are mainly located in China and are subject to the laws and
regulations of China. The Chinese legal system is a civil law system based on written statutes. Unlike
the common law legal system, prior court decisions in a civil law system have little precedential value
and can only be used as a reference. Furthermore, China’s statutes are subject to the interpretation by
the legislative bodies, the judicial authorities and the enforcement bodies, which increases the
uncertainty. Since 1978, when the Chinese government started economic reforms, China has
promulgated laws and regulations in relation to economic matters such as foreign investment,
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corporate organization and governance, commercial transactions, taxation and trade. Many of these
laws and regulations are relatively new and subject to frequent changes and uncertainties in
implementation and interpretation. There may also be new laws and regulations to cover new
economic activities in China. We cannot predict the future developments in the Chinese legal system.
These uncertainties in the Chinese legal system may adversely affect our business and limit the legal
protection available to you.

Preferential tax treatment and financial subsidies that we have enjoyed may be changed or
terminated.

Under the EIT Law, enterprises in China are generally subject to a uniform 25% enterprise
income tax rate on their worldwide income. Four of our subsidiaries obtained approvals from the
relevant Chinese tax authorities for eligibility for a preferential 15% enterprise income tax rate in
January, April, May and May 2015, respectively, in accordance with the Notice on Tax Policies to
Implement the Strategy of Developing Western China (B i & A B i 75 #55 A B 35 B m& A7 B B0 Wi BB 3R ]
W8 ) promulgated by the Ministry of Finance, the General Administration of Customs and the
State Tax Administration on July 27, 2011 and the relevant local regulations (the “Western China
Development Regulations™). For further information, see “Financial Information—Description of
Selected Income Statement Line Items—Income Tax Expense.” Two of these subsidiaries were granted
the preferential tax treatment for relatively short periods. This accreditation needs to be renewed upon
the expiration date as indicated in the approval, and we cannot assure you that these two subsidiaries
will be able to successfully renew it in future. Local Chinese governments have also granted us various
financial subsidies in recognition of our contribution to local economies and expansions of our
production capacity. In 2012, 2013, 2014 and the six months ended June 30, 2015, we recorded
government grants of RMB21.1 million, RMB27.8 million, RMB44.2 million and RMB102.5 million,
respectively. These financial subsidies have been given at the discretion of the local governmental
authorities. There is no assurance that we would continue to enjoy the above income tax incentive or
financial subsidies at the historical levels, or at all. Any change, suspension or termination of the
above preferential tax treatment and financial subsidies to us could adversely affect our financial
condition, results of operations and cash flows.

As a holding company, we rely on the distribution by our Chinese subsidiaries for funding.

We are a holding company incorporated in the Cayman Islands and we operate our business
through our operating subsidiaries in China. We rely on the distribution to us by our Chinese
subsidiaries for funding, including to pay dividends to our Shareholders and to service any debt we
may incur. The Chinese laws permit dividends to be paid by our Chinese subsidiaries only out of their
distributable profits determined in accordance with the PRC generally accepted accounting principles
(“PRC GAAP”), which differ from the accounting principles and standards generally accepted in many
other jurisdictions. The Chinese laws also require each of our Chinese subsidiaries to maintain a
general reserve fund of 10% of its after-tax profits based on PRC GAAP, up to a maximum of 50%
of its registered capital. Any of our Chinese subsidiaries that is a foreign invested enterprise may also
be required to set aside individual funds for staff welfare, bonuses and development in accordance

with Chinese laws. These reserve funds are not available for distribution as cash dividends.
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Additionally, factors such as cash flows, restrictions in debt instruments, withholding tax and other
arrangements may restrict our Chinese subsidiaries’ ability to pay dividends to us and in turn restrict
our ability to pay dividends to our Shareholders. Distributions by our Chinese subsidiaries to us in
forms other than dividends may also be subject to government approvals and taxes.

The Chinese tax authorities have strengthened their scrutiny over transfers of equity interests in
a PRC resident enterprise by a non-resident enterprise, which may negatively affect our business
and our ability to conduct mergers, acquisitions or other investments and the value of your
investment in our Company.

On February 3, 2015, the PRC State Administration of Taxation issued the Announcement on
Several Issues Concerning Enterprise Income Tax for Indirect Transfer of Assets by Non-Resident
Enterprises (BRI A FF o B A 3 T B e B e D SE AR B T M A 45)  (“Circular  77).  This
regulation repealed certain provisions in the Notice on Strengthening the Administration of Enterprise
Income Tax on Non-Resident Enterprises (it 5E JF J& B A 3 M R s 538 > 3 T 15 B 457 381 100 4 20
(“Circular 698”) and certain rules clarifying Circular 698. Circular 698 was issued by the PRC State
Administration of Taxation on December 10, 2009. Circular 7 provides comprehensive guidelines
relating to, and heightened the Chinese tax authorities’ scrutiny on, indirect transfers by a non-resident
enterprise of assets (including equity interests) of a PRC resident enterprise (“PRC Taxable Assets”).
For example, when a non-resident enterprise transfers equity interests in an overseas holding company
that directly or indirectly holds certain PRC Taxable Assets and if the transfer is believed by the
Chinese tax authorities to have no reasonable commercial purpose than to evade enterprise income tax,
Circular 7 allows the Chinese tax authorities to reclassify this indirect transfer of PRC Taxable Assets
into a direct transfer and impose on the non-resident enterprise a 10% rate of PRC enterprise income
tax. Circular 7 exempts this tax, for examples, (i) where a non-resident enterprise derives income from
an indirect transfer of PRC Taxable Assets by acquiring and selling shares of a listed overseas holding
company in the public market, and (ii) where a non-resident enterprise transfers PRC Taxable Assets
that it directly holds and an applicable tax treaty or arrangement exempts this transfer from PRC
enterprise income tax. It remains unclear whether any exemptions under Circular 7 will be applicable
to any future mergers, acquisitions or other investments that we may make outside China involving
PRC Taxable Assets or to transfers of our Shares by our Shareholders. If the Chinese tax authorities
impose PRC enterprise income taxes on these activities, our ability to expand our business or seek
financing through these transactions and the value of your investment in our Shares may be adversely
affected.

We may be deemed as a PRC tax resident under the EIT Law and be subject to PRC taxation on
our worldwide income.

Under the EIT Law, enterprises established under the laws of jurisdiction other than China may
be considered as a PRC tax resident provided that their “de facto management body” are located within
China. Supplementary rules of the EIT Law interprets “de facto management body” as a body that
exercises substantial management or control over the business, personnel, finance and properties of
an enterprise. Through a circular promulgated in April 2009, the PRC State Administration of Taxation
further clarified the criteria for determining whether an enterprise has a “de facto management body”
within China. As most of our management is currently based in China and many may remain in China
in the future, we and our non-PRC subsidiaries may be treated as PRC tax residents and a number of
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unfavorable tax consequences could follow. We may be subject to enterprise income tax at a rate of
25% on our worldwide taxable income and to PRC enterprise income tax reporting obligations. Any
income sourced by us from outside China, such as interest on offering proceeds held outside China,
would be subject to PRC enterprise income tax at a rate of 25%. While the EIT Law provides that
dividend income between “qualified resident enterprises” is exempt from PRC enterprise income tax,
it is not clear whether our Company and our non-PRC subsidiaries would be eligible for such
exemption were we considered to be PRC tax residents. In addition, if we are treated as PRC tax
residents under Chinese laws, capital gains realized from sales of our Shares and dividends we pay to
non-PRC resident Shareholders may be treated as income sourced within China. Accordingly,
dividends we pay to non-PRC resident Shareholders and transfers of Shares by these Shareholders may
be subject to PRC income tax. The tax on this income of non-PRC resident enterprise Shareholders
would be imposed at a rate of 10% (and may be imposed at a rate of 20% in the case of non-PRC
resident individual Shareholders), subject to the provisions of any applicable tax treaty. If we are
required to withhold PRC income tax on dividends payable to you, or if you are required to pay PRC
income tax on the transfer of our Shares, the value of your investment in our Shares may be materially
and adversely affected.

Dividends paid to our investors are subject to PRC withholding taxes.

Under the EIT Law and its implementation rules, a 10% withholding tax is applicable to the
profit of a foreign invested enterprise distributed to its immediate holding company outside China to
the extent the distributed profit is sourced from China, (i) if the immediate holding company is neither
a PRC-resident enterprise nor has any establishment or place of business in China, or (ii) if the
immediate holding company has an establishment or place of business in China but the relevant
income is not effectively connected with the establishment or place of business. Pursuant to a special
arrangement between Hong Kong and China, this rate will be lowered to 5% if a Hong Kong resident
enterprise directly owns over 25% of the Chinese company. However, according to the Circular of the
PRC State Administration of Taxation on Printing and Issuing the Administrative Measures for
Non-residents to Enjoy the Treatment Under Taxation Treaties ([ ED#8 (IF J& [ = A2 Bi Wi ivh 7 5 48
EHEL (FU4T) A FN)) which became effective on October 1, 2009, this 5% tax rate does not
automatically apply. Approvals from competent local tax authorities are required before an enterprise
can enjoy the relevant tax treatments relating to dividends under the taxation treaties. In addition,
according to a tax circular issued by the PRC State Administration of Taxation in February 2009, if
the main purpose of an offshore arrangement is to obtain a preferential tax treatment, Chinese tax
authorities have the discretion to adjust the tax rate enjoyed by the relevant offshore entity. We cannot
assure you that Chinese tax authorities will determine that the 5% tax rate applies to dividends
received by our subsidiaries in Hong Kong from our Chinese subsidiaries or that Chinese tax
authorities will not levy a higher withholding tax rate on these dividends in the future.

Failure by our Shareholders or beneficial owners who are PRC residents to make required
applications and filings pursuant to regulations relating to offshore investment activities by PRC
residents may prevent us from distributing dividends and could expose us and our Shareholders
who are PRC residents to liability under Chinese laws.

The Circular on Relevant Issues concerning Foreign Exchange Administration of Overseas
Investment and Financing and Return Investments Conducted by Domestic Residents through

Overseas Special Purpose Vehicles (€[55I J& B4 8 R ik H (19 A w458 A% Bl SR FR 4% & AP IR
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AR M ER#EE)) (“SAFE Circular No. 37”), which was promulgated by SAFE and became
effective on July 14, 2014, requires a PRC individual resident (“PRC Resident”) to register with the
local SAFE branch before he or she contributes assets or equity interests in an overseas special
purpose vehicle (“Offshore SPV”) that is directly established or controlled by the PRC Resident for
the purpose of conducting investment or financing. Following the initial registration, the PRC
Resident is also required to register with the local SAFE branch for any major change in respect of
the Offshore SPV, including, among other things, any major change of a PRC Resident shareholder,
name or term of operation of the Offshore SPV, or any increase or reduction of the Offshore SPV’s
registered capital, share transfer or swap, merger or division. Failure to comply with the registration
procedures of SAFE Circular No. 37 may result in penalties and sanctions, including the imposition
of restrictions on the ability of the Offshore SPV’s Chinese subsidiary to distribute dividends to its

overseas parent.

As SAFE Circular No. 37 was recently promulgated, it is unclear how this regulation and any
future regulation concerning offshore or cross-border transactions will be interpreted, amended or
implemented by the relevant government authorities. We cannot predict how these regulations will
affect our business operations or future strategies. As of the Latest Practicable Date, to the best
knowledge of our Directors, our PRC Resident Shareholders with offshore investments in our Group
had registered with SAFE as to their offshore investments in accordance with Circular No. 37. Any
failure by our PRC Resident Shareholders or beneficial owners to make the registrations or updates
with SAFE may subject the relevant PRC Resident shareholders or beneficial owners to penalties,
restrict our overseas or cross-border investment activities, limit our Chinese subsidiaries’ ability to
make distributions or pay dividends, or affect our ownership structure and capital inflow from our
offshore subsidiaries. As such, our business, financial condition, results of operations and liquidity as
well as our ability to pay dividends or make other distributions to our shareholders may be materially

and adversely affected.

Current Chinese regulations on loans provided by, and foreign direct investment by, an offshore
holding company to Chinese companies may delay or prevent us from using the proceeds from
the Global Offering to fund our business operations in China.

Any loans or capital contributions that we, as an offshore entity, make to our Chinese
subsidiaries that are foreign-invested enterprises, including with the proceeds of the Global Offering,
are subject to Chinese laws and regulations. Foreign-invested enterprises must register with SAFE or
its local counterpart in order to obtain shareholder loans from the foreign investors. The aggregate
amount of these foreign loans must not exceed statutory limits. Furthermore, the foreign-invested
enterprises must register with SAFE or its local counterpart for repayment of the foreign loans. In
addition, foreign investors must obtain approvals from MOFCOM or its local counterpart and register
with SAIC or its local counterpart to make capital contributions to the foreign-invested enterprises.
We cannot assure you that we can obtain the required government approvals or registrations on a
timely basis, or at all, with respect to loans or capital contributions that we may make to our Chinese
subsidiaries. If we fail to obtain the approvals or registrations, our ability to use the proceeds from
the Global Offering to fund our operations in China would be negatively affected, which would

materially and adversely affect our liquidity and our ability to expand our business.
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Government control of currency conversion and fluctuation in the exchange rates of the
Renminbi may adversely affect our business and results of operations and our ability to remit
dividends.

Substantially all of our revenue and operating costs are denominated in Renminbi. The Chinese
government imposes controls on the convertibility of the Renminbi into foreign currencies and, in
certain cases, the remittance of currency out of China. Under existing Chinese foreign exchange
regulations, payments of current account items, including dividend payments, interest payments and
expenditures from trade-related transactions, can be made in foreign currencies without prior approval
from SAFE by complying with certain procedural requirements. However, approval from SAFE is
required for foreign currency conversions for payment under capital account items such as equity
investments. The Chinese government may also at its discretion restrict our access in the future to
foreign currencies for current account transactions. Under our current corporate structure, our revenue
is primarily derived from dividend payments from our Chinese subsidiaries. Shortages in the
availability of foreign currency may restrict the ability of our Chinese subsidiaries to remit sufficient
foreign currency to pay dividends or other payments to us, or otherwise satisfy their foreign
currency-denominated obligations. If the foreign exchange control system prevents us from obtaining
sufficient foreign currency to satisfy our currency demands, we may not be able to pay dividends in
foreign currencies to our Shareholders. In addition, since a significant amount of our future cash flows
from operations will be denominated in Renminbi, any existing and future restrictions on currency
exchange may limit our ability to purchase goods and services outside of China or otherwise fund our
business activities that are conducted in foreign currencies.

The exchange rates of the Renminbi against foreign currencies, including the Hong Kong dollar,
are affected by, among other things, changes in China’s political and economic conditions. Any
fluctuations in exchange rates of the Renminbi against the U.S. dollar, Euro or other foreign currencies
may cause our costs for importing raw materials and equipment and our revenue from exporting our
food and beverage products to be volatile. In addition, to the extent that we need to convert Hong
Kong dollars that we will receive from the Global Offering into Renminbi for our operations,
appreciation of Renminbi against the Hong Kong dollar would have an adverse effect on the Renminbi
amount that we will receive. Conversely, if we decide to convert our Renminbi into Hong Kong dollars
for the purpose of making dividend payments on our Shares or for other business purposes
appreciation of the Hong Kong dollar against Renminbi would reduce the Hong Kong dollar amount
available to us.

You may encounter difficulty in effecting service of legal process upon us, our Directors and
senior management and enforcing foreign judgments against us, our Directors and senior
management.

We are a company incorporated in the Cayman Islands with substantial assets located within
China. Most of our Directors and senior management reside in China and a majority of their assets are
within China. As a result, it may not be possible for you to effect service of legal process within China
on us or our Directors or senior management.

Judgments of courts of another jurisdiction may be reciprocally recognized or enforced if the
jurisdiction has a treaty on that with China. Currently, China does not have treaties providing for the
reciprocal enforcement of judgments of courts with Japan, the United States, the United Kingdom or
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most other western countries. On July 14, 2006, Hong Kong and China entered into the Arrangement
on Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters by the
Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to Choice of
Court Agreements Between Parties Concerned (the “Arrangement”), pursuant to which reciprocal
recognition and enforcement of the judgment may be possible between these two jurisdictions
provided that the judgment is rendered by a final court of these two jurisdictions and the parties has
a expressly written choice of court. It may be difficult or impossible for you to enforce judgment
between these jurisdictions if you have not agreed on sole jurisdiction with the other party. In addition,
Hong Kong has no arrangement for reciprocal enforcement of judgments with the United States and
certain other jurisdictions. As a result, you may encounter difficulty in enforcing foreign judgments
against us or our directors or senior management.

RISKS RELATING TO THE GLOBAL OFFERING

As there has been no prior public market for our Shares, their market price may be volatile and
an active trading market in our Shares may not develop.

Prior to the Global Offering, there was no public market for our Shares. The Offer Price of our
Shares is the result of negotiations among us, the Joint Sponsors and the Joint Global Coordinators
(on behalf of the Underwriters), and the Offer Price may differ significantly from the market price for
our Shares following the Global Offering. There is no guarantee that an active trading market for our
Shares will develop, or, if it does develop, that it will sustain or that the market price of our Shares
will not decline after the Global Offering.

The market price and trading volume of our Shares may be volatile, which may result in
substantial losses for investors in our Shares.

The price and trading volume of our Shares may fluctuate widely in response to factors beyond
our control. The factors that could cause significant market price change include but do not limit to

the following:

° changes in our results of operations, earnings and cash flows, and securities analysts’
estimates of our financial performance;

° changes in competitive landscapes of our industries, including strategic alliances,
acquisitions or joint ventures by us or our competitors;

° changes in general economic conditions affecting us or our industries;

° regulatory developments, and our inability to obtain or renew necessary licenses and

permits;
° changes in our senior management;
° fluctuations of the general stock market, particularly fluctuations in stock prices of other

companies that operate mainly in China and are listed on the Stock Exchange; and
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° material litigation or regulatory investigations affecting us or our senior management.

There will be a time gap of several business days between pricing and trading of our Shares
offered under the Global Offering. The market price of the Shares after trading begins could be
lower than the Offer Price.

The Offer Price of our Shares will be determined on the Price Determination Date. However, our
Shares will not commence trading on the Stock Exchange until they are delivered, which is expected
to be several Business Days after the Price Determination Date. Investors are unlikely to be able to
sell or otherwise deal in our Shares before they commence trading. Accordingly, holders of our Shares
are subject to the risk that the price of our Shares after trading begins could be lower than the Offer
Price as a result of adverse market conditions or other adverse development that may occur between
the Price Determination Date and the time trading begins.

Control by our Controlling Shareholders of a substantial percentage of our Company’s share
capital after the completion of the Global Offering may limit your ability to influence the
outcome of decisions requiring the approval of Shareholders and the interests of our Controlling
Shareholders may not be aligned with those of our other Shareholders.

Upon the completion of the Global Offering, approximately 85% of our Shares will be held by
our Controlling Shareholders, assuming that the Over-allotment Option is not exercised. After the
completion of the Global Offering, our Controlling Shareholders will continue to have significant
influence on us on various important corporate actions requiring the approval of Shareholders, such
as mergers, disposal of assets, election of Directors, and timing and amount of dividends and other
distributions. There may be a conflict between our Controlling Shareholders’ interests and your
interests. Control by our Controlling Shareholders of a substantial percentage of our Shares may have
the effect of delaying, discouraging or preventing a change in control of us, which may deprive you
of opportunities to receive premiums for your Shares and may reduce the price of the Shares. If our
Controlling Shareholders cause us to pursue strategic objectives that would conflict with your
interests, you may also be left in a disadvantaged position.

Future sales or major divestment of our Shares by any of our Controlling Shareholders or
pre-IPO investor, or the cornerstone investors could adversely affect the prevailing market price
of our Shares.

The market price of our Shares may be adversely affected by future sales of a significant number
of our Shares in the public market after the Global Offering, or the possibility of such sales, by our
Controlling Shareholders or CDH Delicacy or the cornerstone investors. The Shares held by our
Controlling Shareholders, CDH Delicacy and the cornerstone investors are subject to certain lock-up
arrangements; please see the sections headed “Underwriting—Underwriting Arrangements and
Expenses—Lock-up” and “Cornerstone Investors—Restrictions on the Disposal of Shares by the
Cornerstone Investors” in this prospectus for a detailed description of the restrictions. After the
restrictions of the lock-up arrangements expire, our Controlling Shareholders, CDH Delicacy, and the
cornerstone investors may dispose of our Shares. Sales of a substantial amount of our Shares could
adversely affect the market price of our Shares, which could negatively affect our ability to raise
equity capital.
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Our future financing may cause dilution of your shareholding or place restrictions on our
operations.

In order to raise capital and expand our business, we may consider offering and issuing
additional Shares or other securities convertible into or exchangeable for our Shares in the future other
than on a pro rata basis to our then existing Shareholders. As a result, the shareholdings of those
Shareholders may experience dilution in net asset value per Share. If additional funds are to be raised
through debt financing, certain restrictions may be imposed on our operations, which may:

° further limit our ability or discretion to pay dividends;

° increase our risks in adverse economic conditions;

° adversely affect our cash flows; or

° limit our flexibility in business development and strategic plans.

You will experience immediate and substantial dilution in the book value of your investment as
a result of the Global Offering.

The Offer Price of our Shares is higher than our net tangible book value per Share immediately
prior to the Global Offering. Therefore, purchasers of our Shares will experience an immediate
dilution in pro forma net tangible book value per Share. Our existing Shareholders will, however,
receive an increase in pro forma net tangible book value per Share with respect to their Shares. In
addition, if the Joint Global Coordinators exercise the Over-allotment Option, holder of our Shares
may experience further dilution.

There is no assurance that whether and when we will pay dividends. Dividends declared in the
past may not be indicative of our dividend policy in the future.

We cannot guarantee when, if or in what form and amount dividends will be paid on our Shares
following the Global Offering. Distribution of dividends must be proposed by our Board and is subject
to a number of factors, including the results of operations, cash flows, financial situation and capital
expenditure requirements of our Group, distributable profits of our subsidiaries and dividends they
pay to us, our future plans and business prospects, market conditions, our Articles of Association,
regulatory restrictions and our contractual obligations. As a result, our historical dividend
distributions are not indicative of dividends that we may pay in the future. See section headed
“Financial Information—Dividend Policy” of this prospectus for further details of our dividend policy.

Certain facts, forecasts and other statistics contained in this prospectus are obtained from
government sources and other third parties and may not be accurate or reliable, and statistics
in the prospectus provided by Frost & Sullivan are subject to assumptions and methodologies set
forth in the “Industry Overview” section of this prospectus.

In this prospectus, certain facts, forecasts and other statistics concerning China, its economic

conditions and the industries are derived from publications of Chinese government agencies or
industry associations, or an industry report commission by us. Although we have taken reasonable care
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in extracting those facts, forecasts and statistics, they have not been independently verified by us, the
Joint Sponsors, the Joint Global Coordinators, the Underwriters, any of our or their respective
directors, officers or representatives or any other person involved in the Global Offering. We cannot
assure you that those facts, forecasts and statistics are accurate and reliable. We cannot assure you that
they are stated or compiled on the same basis or with the same degree of accuracy in other
jurisdictions. You should consider carefully that how much weight you should place on those facts,

forecasts and statistics.

This prospectus contains forward-looking statements relating to our plans, objectives,
expectations and intentions, which may not represent our overall performance for periods of time
to which such statements relate.

This prospectus contains certain future plans and forward-looking statements about us that are
made based on the information currently available to our management. The forward-looking
information contained in this prospectus is subject to certain risk and uncertainties. Whether we
implement those plans, or whether we can achieve the objective described in this prospectus, will
depend on various factors including the market conditions, our business prospects, actions by our

competitors and the global financial situations.

You may experience difficulties in enforcing your shareholder rights because we incorporated in
the Cayman Islands, and the Cayman Islands law is different from the laws of Hong Kong and
other jurisdictions in terms of minority shareholder’s prospection.

We are an exempted company incorporated in the Cayman Islands with limited liability. Cayman
Islands law differs in some respects from the laws of Hong Kong and other jurisdictions where
investors may be located. Our corporate affairs are governed by our Memorandum and Articles of
Association, the Cayman Companies Law and the common law of the Cayman Islands. The rights of
our Shareholders to take legal actions against us and our Directors, actions by minority shareholders
and the fiduciary responsibilities of our Directors to us under Cayman Islands law are to a large extent
governed by the common law of the Cayman Islands. The common law of the Cayman Islands is
derived in part from comparatively limited judicial precedents in the Cayman Islands, and from
English common law, which has persuasive but not binding authority on a court in the Cayman Islands.
The rights of our Shareholders and the fiduciary responsibilities of our Directors under the Cayman
Islands law may not be as clearly established as they would be under statutes or judicial precedents
in Hong Kong, the United States or other jurisdictions where investors may be located. In particular,
the Cayman Islands has a less developed body of securities law. As a result, our Shareholders may
have more difficulty in protecting their interests in the face of actions taken by our management,
Directors or Controlling Shareholders than they would as shareholders of a Hong Kong company, a

United States company or companies incorporated in other jurisdictions.
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Investors should read the entire prospectus carefully and should not place any reliance on any

information contained in press articles or other media in making your investment decision.

Prior or subsequent to the publication of this prospectus, there may have been press and media
coverage regarding us and the Global Offering, which includes certain information about us that does
not appear in, or is different from what is contained in, this prospectus. We have not authorized the
disclosure of any such information in the press or media. The financial information, financial
projection, valuation and other information about us contained in such unauthorized press or media
coverage may not truly reflect what is disclosed in the prospectus or the actual circumstances. We do
not accept any responsibility for such unauthorized press and media coverage or the accuracy or
completeness of any such information. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information. To the extent that any information appearing in
the press and media is inconsistent or conflict with the information contained in this prospectus, we
disclaim it. Investors should rely only on the information contained in this prospectus in making

investment decision.
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In preparation for the Global Offering, our Company has sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules.

JOINT COMPANY SECRETARIES

Pursuant to Rule 8.17 of the Listing Rules, an issuer must appoint a company secretary who
satisfies Rule 3.28 of the Listing Rules. Rule 3.28 of the Listing Rules provides that an issuer must
appoint as its company secretary an individual who, by virtue of his or her academic or professional
qualifications or relevant experience, is, in the opinion of the Stock Exchange, capable of discharging

the functions of a company secretary.

We have appointed Mr. Tu Zhiqian and Ms. Cheng Pik Yuk as joint company secretaries. Ms.
Cheng is a chartered secretary and a fellow of both of The Hong Kong Institute of Chartered
Secretaries and the Institute of Chartered Secretaries and Administrators in the United Kingdom and
therefore meets the qualification requirements under Note 1 to Rule 3.28 of the Listing Rules and is

in compliance with Rule 8.17 of the Listing Rules.

Mr. Tu joined our Group in 2007 as the general counsel of our Group and starting from June
2008, he was also appointed the deputy director of the administration, human resources and general
management. By virtue of Mr. Tu’s experience and familiarity with our Group, our Company believes
Mr. Tu is capable of discharging the duties as a joint company secretary of our Company and is a
suitable person to act as a joint company secretary of our Company. Further, given that its main
operation is in the PRC, our Company believes that it would be in the best interests of our Company
and its corporate governance to have Mr. Tu with the relevant background and experience in the PRC
to act as its joint company secretary. Since Mr. Tu does not possess all the academic and professional
qualifications required of a company secretary under Note 1 to Rule 3.28 of the Listing Rules, we have
sought and obtained from the Stock Exchange a waiver from strict compliance with the requirements
under Rules 3.28 and 8.17 of the Listing Rules such that Ms. Cheng Pik Yuk may be appointed as our
joint company secretary. The waiver has been granted for a 3-year period on the condition that we
engage Ms. Cheng as a joint company secretary to assist Mr. Tu in discharging his duties and
responsibilities as a joint company secretary of a Hong Kong listed company and in gaining the
relevant experience as required under Rule 3.28 of the Listing Rules. Such waiver will be revoked
immediately if and when Ms. Cheng ceases to provide such assistance. At the end of the 3-year period,
we must liaise with the Stock Exchange which will re-visit the situation in the expectation that we
should then be able to demonstrate to the satisfaction of the Stock Exchange that Mr. Tu, having had
the benefit of Ms. Cheng’s assistance for three years, would have acquired relevant experience within

the meaning of Rule 3.28 of the Listing Rules so that a further waiver would not be necessary.

Please see the section headed “Directors and Senior Management—Senior Management” in this

prospectus for further details about Mr. Tu’s qualifications.
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MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rule 8.12 of the Listing Rules, we must have sufficient management presence in
Hong Kong. This normally means that at least two of the executive Directors must be ordinarily
resident in Hong Kong. Since we have our headquarters and principal operations in the PRC, the
executive Directors have been and are expected to continue to be based in the PRC.

Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has agreed to
grant, a waiver from strict compliance with the requirements under Rule 8.12 of the Listing Rules. In
order to maintain effective communication with the Stock Exchange, we will put in place the following
measures in order to ensure that regular communication is maintained between the Stock Exchange
and us:

(a) we have appointed two authorized representatives pursuant to Rule 3.05 of the Listing
Rules, who will act as our principal channel of communication with the Stock Exchange.
The two authorized representatives are Ms. Xu Yangyang and Ms. Cheng Pik Yuk;

(b) each of the authorized representatives will have all necessary means to contact all the
Directors promptly at all times, as and when the Stock Exchange wishes to contact the
Directors on any matters;

(c) all the Directors who are not ordinarily resident in Hong Kong have or can apply for valid
travel documents to visit Hong Kong for business purposes and would be able to meet with
the Stock Exchange upon reasonable notice;

(d) our Company will retain a Hong Kong legal advisor to advise on matters relating to the
application of the Listing Rules and other applicable Hong Kong laws and regulations after
Listing;

(e) Guotai Junan Capital Limited, our compliance advisor, will act as an additional channel of
communication with the Stock Exchange; and

(f) each Director will provide his or her mobile phone number, office phone number, e-mail
address and fax number to the Stock Exchange.

Please see the section headed “Directors and Parties Involved in the Global Offering” in this
prospectus for further details about other channels of communication with the Stock Exchange.

WAIVER IN RELATION TO PUBLIC FLOAT REQUIREMENTS

Rule 8.08(1)(a) of the Listing Rules requires that at least 25% of the issuer’s total issued share
capital must at all times be held by the public. We expect to achieve a minimum market capitalization
of at least HK$10 billion upon Listing and have applied to the Stock Exchange to request the Stock
Exchange to exercise, and the Stock Exchange has confirmed that it will exercise, its discretion under
Rule 8.08(1)(d) of the Listing Rules to accept a lower public float percentage of 15% for us.
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The above discretion is subject to the condition that we comply with the disclosure requirements
under Rule 8.08(1)(d) of the Listing Rules. The Joint Sponsors and we shall be able to demonstrate
compliance with Rules 8.08(2) and 8.08(3) of the Listing Rules. We will make appropriate disclosure
of the lower prescribed percentage of public float and confirm sufficiency of the public float in our
successive annual reports after the Listing. In addition, we will implement appropriate measures and
mechanisms to ensure continual maintenance of 15% public float (or a higher percentage upon
completion of the exercise of the Over-allotment Option from time to time). In the event that the
public float percentage falls below the minimum percentage prescribed by the Stock Exchange, our
Directors and our Controlling Shareholders will take appropriate steps which may include a further
issue of Shares and/or placing some Shares by the Controlling Shareholders (or his/its associates) to
independent third parties, to ensure the minimum percentage of public float prescribed by the Stock
Exchange is complied with. We will continue to comply with Rules 8.08(2) and 8.08(3) of the Listing
Rules upon the Listing.

WAIVER IN RELATION TO CLAWBACK MECHANISM

Under Paragraph 4.2 of Practice Note 18 to the Listing Rules, where an initial public offering
includes both a placing tranche and a public subscription tranche, the minimum allocation of shares
to the public subscription tranche shall be an initial allocation of 10% of the shares offered in the
initial public offering and subject to a clawback mechanism that increases the number of shares
available in the public subscription tranche depending on the demand for those shares as set out in the

paragraph.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us a waiver from
strict compliance with Paragraph 4.2 of Practice Note 18 to the Listing Rules such that in the event
of over-subscription, an alternative clawback mechanism shall be applied to the provisions under
Paragraph 4.2 of Practice Note 18 of the Listing Rules, following the closing of the application lists.
Please see the section headed “Structure of the Global Offering—The Hong Kong Public

Offering—Reallocation” in this prospectus for further details of such clawback mechanism.

WAIVER IN RELATION TO CONTINUING CONNECTED TRANSACTION

We have entered into, and are expected to continue, a transaction which will constitute a
non-exempt continuing connected transaction of our Company under the Listing Rules upon the
Listing. Accordingly, we have applied to the Stock Exchange for, and the Stock Exchange has granted,
a waiver in relation to such continuing connected transaction between us and certain connected
persons under Chapter 14A of the Listing Rules. Please see the section headed “Connected

Transaction” in this prospectus for further details of these transactions.



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) (as amended) and the Listing Rules for the purpose of
giving information to the public with regard to our Group. Our Directors collectively and individually
accept full responsibility for the accuracy of the information contained in this prospectus. Our
Directors confirm, having made all reasonable enquiries, that, to the best of their knowledge and
belief, the information contained in this prospectus is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which would make any
statement in this prospectus misleading.

INFORMATION ON THE GLOBAL OFFERING

The Hong Kong Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized to give any information in connection
with the Global Offering or to make any representation not contained in this prospectus and the
relevant Application Forms, and any information or representation not contained herein and therein
must not be relied upon as having been authorized by our Company, the Joint Sponsors, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters, any of their
respective directors, agents, employees or advisors or any other party involved in the Global Offering.
Neither the delivery of this prospectus nor any offering, sale or delivery made in connection with the
Offer Shares should, under any circumstances, constitute a representation that there has been no
change or development reasonably likely to involve a change in our affairs since the date of this
prospectus or imply that the information contained in this prospectus is correct as of any date
subsequent to the date of this prospectus.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offering, this
prospectus and the Application Forms set out the terms and conditions of the Hong Kong Public
Offering.

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the
terms of the Hong Kong Underwriting Agreement and is subject to us and the Joint Sponsors and the
Joint Global Coordinators (on behalf of the Underwriters) agreeing on the Offer Price.

RESTRICTIONS ON OFFER OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his acquisition of Offer Shares to, confirm that he is aware of the
restrictions on offers of the Offer Shares described in this prospectus and the relevant Application
Forms.
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No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other
than in Hong Kong, or the distribution of this prospectus and/or Application Forms in any jurisdiction
other than Hong Kong. Accordingly, this prospectus and/or Application Forms may not be used for the
purpose of, and does not constitute an offer or invitation in any jurisdiction or in any circumstances
in which such an offer or invitation is not authorized or to any person to whom it is unlawful to make
such an offer or invitation. The distribution of this prospectus and the offering of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorization by the
relevant securities regulatory authorities or an exemption therefrom.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

The Listing is sponsored by the Joint Sponsors. We have applied to the Listing Committee for
the granting of the listing of, and permission to deal in, the Shares in issue and to be issued pursuant
to the Global Offering (including any additional Shares which may be issued pursuant to the exercise
of the Over-allotment Option).

No part of our Company’s share or loan capital is listed on or dealt in on any other stock
exchange and no such listing or permission to list is being or proposed to be sought in the near future.

COMMENCEMENT OF DEALINGS IN THE SHARES

Dealings in the Shares on the Stock Exchange are expected to commence on Friday, November
20, 2015. The Shares will be traded in board lots of 500 Shares each. The stock code of the Shares
will be 3799.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

If the Stock Exchange grants the listing of, and permission to deal in, our Shares and we comply
with the stock admission requirements of HKSCC, our Shares will be accepted as eligible securities
by HKSCC for deposit, clearance and settlement in CCASS with effect from the Listing Date or any
other date as determined by HKSCC. Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second Business Day after any trading day. All
activities under CCASS are subject to the General Rules of CCASS and CCASS Operational
Procedures in effect from time to time. Investors should seek the advice of their stockbroker or other
professional advisor for details of the settlement arrangement as such arrangements may affect their
rights and interests. All necessary arrangements have been made enabling the Shares to be admitted
into CCASS.

HONG KONG REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our Principal Share
Registrar, Maples Fund Services (Cayman) Limited, in the Cayman Islands and our Company’s Hong
Kong register of members will be maintained by our Hong Kong Share Registrar, Computershare Hong
Kong Investor Services Limited, in Hong Kong.
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All Offer Shares will be registered on the Hong Kong register of members of our Company in
Hong Kong. Dealings in the Shares registered on our Hong Kong register of members will be subject
to Hong Kong stamp duty.

PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional advisors
if they are in any doubt as to the taxation implications of subscribing for, purchasing, holding or
disposal of, and dealing in our Shares (or exercising rights attached to them). None of us, the Joint
Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the
Underwriters, any of their respective directors or any other person or party involved in the Global
Offering accepts responsibility for any tax effects on, or liabilities of, any person resulting from the
subscription, purchase, holding or disposal of, dealing in, or the exercise of any rights in relation to,
our Shares.

EXCHANGE RATE CONVERSION

Solely for your convenience, this prospectus contains translations of certain Renminbi amounts
into Hong Kong dollars, of Renminbi amounts into U.S. dollars and of Hong Kong dollars into U.S.
dollars at specified rates.

Unless we indicate otherwise, the translation of Renminbi into Hong Kong dollars, of Renminbi
into U.S. dollars and of Hong Kong dollars into U.S. dollars, and vice versa, in this prospectus was
made at the following rate:

RMB0.81929 to HK$1.00
RMB6.3495 to US$1.00
HK$7.7500 to US$1.00

No representation is made that any amounts in Renminbi, Hong Kong dollars or U.S. dollars can
be or could have been at the relevant dates converted at the above rates or any other rates or at all.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese laws and regulations,
governmental authorities, departments, entities (including certain of our subsidiaries), institutions,
natural persons, facilities, certificates, titles and the like included in this prospectus and for which no
official English translation exists are unofficial translations for identification purposes only. In the
event of any inconsistency, the Chinese name prevails.

ROUNDING
Unless otherwise stated, all the numerical figures are rounded to one decimal place. Any

discrepancies in any table or chart between totals and sums of amounts listed therein are due to
rounding.
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DIRECTORS
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Residential Address

Nationality

Executive Directors

Mr. Xu Shihui (FF1H )

Mr. Zhuang Weiqiang (HEf& %)

Ms. Xu Yangyang (#FF% )

Non-executive Directors
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Residential Address Nationality

Independent Non-executive Directors

Mr. Cheng Hanchuan (F£#)1])

Mr. Liu Xiaobin (/i)

Dr. Lin Zhijun (FR& )
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Fujian Province
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Please see “Directors and Senior Management” in this prospectus for further details regarding

our Directors.

— 62 —



DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED

Joint Sponsors Merrill Lynch Far East Limited
55/F Cheung Kong Center
2 Queen’s Road Central
Central
Hong Kong

Morgan Stanley Asia Limited
Level 46 International Commerce Centre
1 Austin Road West

Kowloon
Hong Kong
Joint Global Coordinators and Merrill Lynch International
Joint Bookrunners 2 King Edward Street

London ECIA 1HQ
United Kingdom

Morgan Stanley Asia Limited

Level 46 International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong
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INDUSTRY OVERVIEW

The information presented in this section, unless otherwise indicated, is derived from various
official government publications and other publications and from the market research report
prepared by Frost & Sullivan, which was commissioned by us. We believe that the information has
been derived from appropriate sources and we have taken reasonable care in extracting and
reproducing the information. We have no reason to believe that the information is false or
misleading in any material respect or that any fact has been omitted that would render the
information false or misleading in any material respect. The information has not been
independently verified by us, the Joint Sponsors or any of our or their respective directors, officers
or representatives or any other person involved in the Global Offering nor is any representation
given as to its accuracy or completeness. The information and statistics contained in this section
may not be consistent with other information and statistics compiled within or outside of China.

REPORT COMMISSIONED FROM FROST & SULLIVAN

We commissioned Frost & Sullivan, an independent market research and consulting company, to
conduct an analysis of, and to prepare a report on, China’s snack food and non-alcoholic beverage
market for the period from 2009 to 2019. The report prepared by Frost & Sullivan for us is referred
to in this prospectus as the Frost & Sullivan Report. We agreed to pay Frost & Sullivan a total fee of
RMB1.15 million, which we believe reflects market rates for reports of this type. Founded in 1961,
Frost & Sullivan has 40 offices with more than 2,000 industry consultants, market research analysts,
technology analysts and economists globally. It conducts industry research among other services.
Frost & Sullivan has been covering the Chinese market from its offices in China since the 1990s. Its

industry coverage in China includes material and food, consumer products, among others.

We have included certain information from the Frost & Sullivan Report in this prospectus
because we believe this information facilitates an understanding of China’s snack food and
non-alcoholic beverage market for prospective investors. The Frost & Sullivan Report includes
information on China’s snack food and non-alcoholic beverage market as well as other economic data,
which have been quoted in this prospectus. Frost & Sullivan’s independent research consists of both
primary and secondary research obtained from various sources in the Chinese snack food and
non-alcoholic beverage industry. Primary research involved in-depth interviews with leading industry
participants and industry experts. Secondary research involved reviewing company reports,
independent research reports and data based on Frost & Sullivan’s own research database. Projected
data were obtained from historical data analysis plotted against macroeconomic data with reference
to specific industry-related factors. On this basis, our Directors are satisfied that the disclosure of
future projections and industry data in this section is not biased or misleading. We believe that the
sources of this information are appropriate sources for the information and we have taken reasonable
care in extracting and reproducing this information. We have no reason to believe that this information
is false or misleading in any material respect of that any fact has been omitted that would render such

information false or misleading in any material respect.

Except as otherwise noted, all of the data and forecasts contained in this section have been
derived from the Frost & Sullivan Report, various official government publications and other

publications.
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In compiling and preparing the research, Frost & Sullivan assumed that the China’s economy is
likely to maintain steady growth in the next decade; the social, economic and political environment
in the relevant markets are likely to remain stable in the forecast period, and that market drivers such
as consumers’ rising purchasing power, consumers’ increasing awareness of health, consumers’
upgrading consumption and other key drivers are likely to drive the Chinese snack food and
non-alcoholic beverage market during the forecast period. In addition, according to Frost & Sullivan,
the bases and assumptions for the forecast CAGR and trends of the various sectors of the Chinese

snack food and non-alcoholic beverage market contained herein mainly include the following:

General Bases and Assumptions

° Projected market size for each sector is obtained from historical data analysis plotted

against macroeconomic data as well as specific related industry drivers.

° The forecast of various market sectors is based on the general assumption for prospects on
China’s macro economy as follows: according to International Monetary Fund, China’s
nominal GDP is expected to increase from RMB63.65 trillion in 2014 to RMB93.32 trillion
in 2019 representing a CAGR of 8.0% during the forecast period.

Bread, Cakes and Pastries Market

° The target base of packaged bread, cakes, and pastries products is expanding as their role
is being diversified, not only being a kind of snack food but also a meal substitute that
could be consumed in many diverse occasions.

° Manufacturers constantly innovate and enhance their product portfolios, as a further
encouragement of the transition in the market landscape.

° Technology innovation and upgrade in the production process facilitates enhancement in
the nutritious goodness of packaged bread, cakes, and pastries, attracting more
health-conscious consumers.

Biscuits Market
° Biscuit is a traditional snack food category in the China market with a large and relatively
stable consumer base underlying the steady growth for various sectors like plain biscuits,

sandwich biscuits, and etc.

° The biscuit snacks segment is expected to observe promising growth given its wide
spectrum of variation in both physical form and flavor.

° More emerging and promising products widely accepted by Chinese consumers are likely
to continue to be launched, generated by product innovation and upgrading product
portfolio of major participants.
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Potato Snacks Market

° An increasing number of consumers in the lower tier cities are likely to develop the habit
of consuming the products of potato snacks in the future. Moreover, consumers in the top
tier cities are willing to consume an increasing ratio of premium potato snack products of
higher price produced by branded manufacturers.

° A number of leading potato snacks manufacturers continue to launch new products with
diversified tastes. Meanwhile, manufacturers aim at developing various packaging of potato
snacks for different consumers based on their respective sales channels and consumers’
preferences.

° In comparison with other segments, the potato snacks market is more concentrated. The
large manufacturers are able to lead the market growth. Therefore, the potato snacks market
is expected to undergo further development driven by healthy competition among the
leading potato snacks giants by way of differentiating market strategies, sales channels and
product lines.

Plant-based Beverage Market

° Chinese consumers’ growing demand for low calorie, no artificial ingredients, and
protein-rich products is likely to continue to drive the market growth. Plant-based beverage
provides vegetable protein or mixed proteins (both animal and vegetable protein) which
cater for people’s rising demand for a healthy lifestyle.

° Sustained product innovation, using new types of plants, is a key feature of the plant-based
beverage market.

° Attracted by the growth potential of this market, a rising number of leading food and
beverage companies are likely to enter this market.

Herbal Tea Beverage Market

° A large amount of herbal tea is consumed through the catering channel. China’s catering
market is expected to have a steady growth, driven by the improving urbanization and living
standards. Accordingly, consumption of herbal tea in this channel is also likely to enjoy a
strong growth, fueling the development of the overall herbal tea market.

° Chinese consumers are more likely to choose healthy products which could bring benefits
to human body due to their increasing concerns about healthy lifestyles. Accordingly,
herbal tea, as a typical type of beverage made from traditionally natural and healthy plants
like honeysuckle, mesona, are expected to gain popularity.

° New types of packaging like large-can, PET-bottled products introduced to the market in
recent years are expected to continue to drive the market growth.
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Energy Drink Beverage Market

° With the rising urbanization rate, people’s living tempo is accelerating. People are more
likely to work overtime and face increasing pressure in life. Accordingly, a rising number
of people are expected to choose energy drinks as a form of beverage, which can help
people alleviate physical fatigue.

° The quick rise of emerging specialty channels like KTV, clubs as well as extending

transportation networks is likely to engine the growth of energy drink sector.

° Packaging innovation of PET-bottled products help manufacturers reduce production cost

and also make the products easy to carry and hence welcomed by consumers.

CHINA PACKAGED FOOD AND NON-ALCOHOLIC BEVERAGE INDUSTRY OVERVIEW

Overview of Packaged Food and Snack Food Market in China

China is one of the largest packaged food markets in the world. The rapid growth of the packaged
food industry in China has been driven largely by robust economic growth, continued urbanization and
rising disposable income. Moreover, with enhanced availability and varieties of packaged food
products, Chinese consumer’s appetite for packaged food has been whetted. In the period of 2009 to
2014, total retail sales value of packaged food in China grew at a CAGR of 11.4% to RMB1,554.4
billion in 2014, and is expected to reach RMB2,417.5 billion in 2019, representing a CAGR of 9.2%
from 2014 to 2019.

The packaged food market could generally be divided into snack food, dairy products, instant
foods, condiments and fermented goods, canned food and other packaged food. Snack food refers to
packaged food products that are usually consumed and eaten between meals, such as confectionery and
preserves, bread, cakes and pastries, biscuits, rice crackers and others, potato snacks, roasted seeds
and nuts, and others.

China’s snack food market was the largest subcategory among the packaged food market in China
as of 2014 and achieved the highest growth rate among all subcategories from 2009 to 2014. According
to Frost & Sullivan, China’s snack food market grew from RMB191.7 billion in 2009 to RMB348.1
billion in 2014, representing a CAGR of 12.7% for the same period, and is expected to reach
RMBS598.6 billion in 2019, representing a CAGR of 11.5% from 2014 to 2019. The snack food market
in China is still in a fast growth stage driven by continuous income growth, product innovation and
product upgrades as well as deeper penetration of snack food across the country.
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2009-2019E China’s Snack Food Market Size By Retail Sales Value

RMB Bn CAGR: 11.5%
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Source: Frost & Sullivan Report
Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E

(in RMB billion)

Confectionery and Preserves ................... 66.2 119.4 196.6 12.5% 10.5%
Bread, Cakes and Pastries ....................... 29.1 55.2 102.4 13.6% 13.1%
BiSCUItS .uuiviiiiiiieie e 30.4 53.1 87.7 11.8% 10.5%
Rice Crackers and Others........................ 19.2 36.5 64.5 13.7% 12.0%
Potato Snacks........cooviiiiiiiiiiiii 9.7 20.2 42.0 15.9% 15.7%
Roasted Seeds and Nuts .............coeeevnennnn. 15.0 25.5 40.8 11.2% 9.9%
OthersS ..uiviiiieie e 22.1 38.2 64.6 11.4% 11.1%

Source: Frost & Sullivan Report
Overview of Non-alcoholic Beverage Market in China

Major categories of non-alcoholic beverage include fruit and vegetable juice, bottled water, milk
beverage, carbonated beverage, plant-based beverage, solid drinks, herbal tea, ready-to-drink tea,
energy drinks, sports drinks and other beverages. The retail sales value of China’s non-alcoholic
beverage market increased rapidly in recent years at a CAGR of 16.7% from 2009 to 2014 and reached
RMB962.6 billion in 2014. Among all the subsectors, on-trend categories including energy drinks,
plant-based beverage and herbal tea had highest annual growth from 2009 to 2014 among all
subsectors, which were 31.6%, 23.8% and 22.7% respectively, mainly driven by evolving lifestyle of

Chinese people and increasing health consciousness.
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2009-2019E China’s Non-alcoholic Beverage Market Size By Retail Sales Value

RMB Bn CAGR: 12.1%
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Source: Frost & Sullivan Report
Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E
(in RMB billion)

Fruit and Vegetable Juice ..............c........ 97.1 200.4 359.9 15.6% 12.4%
Bottled Water...........cooveiiiiiiiiiiini. 76.5 182.6 346.2 19.0% 13.7%
Milk Beverage ....ccc.occoeveiiiiiiiieiiinicnnnen. 38.8 103.8 190.6 21.8% 12.9%
Carbonated Beverage...........ccoeoeevieinnnn. 98.8 139.4 169.0 7.1% 3.9%
Plant-based Beverage .........ccccoccceveinnnnn. 24.0 69.6 160.8 23.8% 18.2%
Solid Drinks....c.coeeevveiiiiiiiiniiiiiiiins 33.5 78.2 125.0 18.5% 9.8%
Herbal Tea .....c.cocovviiiiiiiiiiii 18.3 50.9 104.3 22.7% 15.4%
Ready-to-drink Tea........cccoeeeviiiiiiiii. 39.0 77.6 104.0 14.7% 6.0%
Energy Drinks.....cccoociiiiiiiiiiinin 9.6 37.8 101.3 31.6% 21.8%
Sports Drinks .......ccooveiiiiiiiniiiii 7.0 16.1 31.4 18.3% 14.2%
Other Beverages......ccocoveuviiniiiiiniiiininnanns 2.7 6.2 9.5 18.1% 8.9%

Source: Frost & Sullivan Report

KEY GROWTH DRIVERS OF THE SNACK FOOD AND NON-ALCOHOLIC BEVERAGE
INDUSTRY IN CHINA

Rising Purchasing Power with Growing Brand Loyalty

The per capita disposable income of urban households in China increased from RMB17,175 in
2009 to RMB28,844 in 2014 with a CAGR of 10.9%. Meanwhile, the per capita disposable income of
rural households in China grew from RMB5,153 in 2009 to RMB9,892 in 2014 with a CAGR of 13.9%,
according to the National Bureau of Statistics. Rising personal income of urban and rural households
has contributed to the growth in consumption and retail sales of snack food and beverage in China.
From 2009 to 2014, the per capita expenditure on snack food increased from RMB143.7 to RMB254.5,
representing a CAGR of 12.1%. Over the same period, the per capita expenditure on non-alcoholic
beverage increased from RMB333.6 to RMB703.7, representing a CAGR of 16.1%.

Therefore, Chinese consumers are increasingly seeking higher quality food and beverage
products and opting for renowned brands which they perceive to have superior product quality. As
such, leading snack food and beverage companies continue to focus on brand building and meeting

specific customer needs to gain consumer trust and create value.



INDUSTRY OVERVIEW

Increasing Focus on Health and Wellness as well as Convenience

Driven by increased consumer awareness of healthy eating and growing demand for health and
nutrition, health and wellness food and beverages such as fiber and nut biscuits, snack food with fewer
calories, less fat or more natural ingredients, plant-based beverage, herbal tea, energy drinks, and
sports drinks are becoming more popular in China. With rising disposable income and more choices
available in the market, increasing number of Chinese consumers started to pay attention to the
nutritional contents of the food and beverage products they consumed. Moreover, consumers are
increasingly focusing on health benefits and functionality of the beverage products. Herbal tea that is
perceived to help digestion and remove heat from body has been widely accepted in China. The sales
of plant-based beverage such as peanut milk and walnut milk also saw a rapid growth in the past few

years as consumers are attaching more importance to products with healthy and natural ingredients.

In addition, as Chinese consumer lifestyles become increasingly urbanized and fast paced,
packaged snack food and non-alcoholic beverage which could be conveniently consumed have also
become more popular. Aside from satisfying hunger, consumers now occasionally consume products
like biscuits and baked goods as a meal replacement and enjoy such products which help to improve

their mood, relieve stress and satisfy a craving.

Continuous Product Innovation

To meet rapidly changing consumer preferences and tastes, snack food and non-alcoholic
beverage companies focus on launching new product categories or extending existing brand lines with
new products, new flavors or packaging. Chinese brands proactively introduce on-trend products like
energy drinks, sports drinks, and plant-based beverages to China with local adaptations. Leading
brands also launch products with differentiated packaging such as PET bottle for herbal tea and energy
drinks to adapt to consumer preferences including demand for convenience and enhanced brand
appeal. These new product innovations help build brand loyalty, differentiate from competitors and

hence drive sales growth.

Increasing Food Safety Awareness

Rising concern regarding food safety has prompted consumers to focus on ingredients, product
quality and brand reputation aside from unit price in selecting food and beverage products. The
Chinese government is also enhancing the food safety control across the country and implementing
more stringent food safety laws to protect consumers’ interest. Traditionally, Chinese consumers
regarded foreign brands as safer than domestic brands but a series of food safety scandals linked to
foreign brands in recent years have raised consumer doubts. As such, leading Chinese brands
capitalize on this opportunity and increasingly offer greater transparency with regard to the production

process, provenance and ingredients of products to gain consumer trust and hence market share.
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Evolving Distribution Channels while Traditional Trade still Dominates

The rapid development and increased penetration of modern chained stores in China have made
snack food and beverage products more accessible to the mass market. In particular, the ongoing
penetration of modern chain stores, especially in urban areas, has made food and beverage
consumption more convenient and affordable and are the main driver for future industry growth in
top-tier cities. Meanwhile, the traditional trade channel will remain as the primary channel for snack
food and beverage industry in China especially in lower-tier cities and rural areas. Driven by the large
Internet and mobile user base, sales of snack food and beverage in e-commence channel have
increased dramatically in the past five years. Moreover, the improved logistics network in China and
the simple and convenient shopping experience online have further fueled growth of the e-commerce
channel. According to Frost & Sullivan, the e-commerce channel in China is expected to contribute
6.3% and 5.8% of snack food and non-alcoholic beverage retail sales in 2019 respectively. With the
quickening pace of life and increased purchasing power, more and more Chinese people eat out and
consume beverage products. As a result, catering channel has becoming increasingly important for

snack food and non-alcoholic beverage manufacturers in China.

DISTRIBUTION CHANNELS OF SNACK FOOD AND NON-ALCOHOLIC BEVERAGE
INDUSTRY IN CHINA

Snack food manufacturers in China typically sell products through four channels, namely,
traditional trade channel, modern retail channel, e-commerce channel and specialty channel.

Non-alcoholic beverage manufacturers in China also distribute products via catering channel.

Given the vast scale of the Chinese market, snack food and non-alcoholic beverage
manufacturers primarily rely on traditional trade channel and distributors to reach broad base of
consumers. In 2014, traditional trade channel accounted for 60.1% of total retail sales in snack food
market and 46.5% of total retail sales value in non-alcoholic beverage market in China. Moreover,
traditional trade channel is the predominant distribution channel of snack food and non-alcoholic
beverage in lower-tier cities and rural areas in China, which accounted for 68.2% and 52.0% of total
snack food and non-alcoholic beverage retail sales in lower tier cities and rural areas respectively in
2014. Domestic brands dominate the traditional trade channel in China which provides a distinctive

advantage in reaching broader consumer base as compared to foreign brands.
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Snack Food Market Breakdown by Channel

RMB Bn CAGR 2009-2014  2014-2019E
800
598.6 Traditional Trade 11.7% 10.4%
600
Modern Retail 13.0% 11.8%
400 348.1
191.7 120.1 209.3 343.8 E-commerce Channel 23.1% 18.4%
200 62.4 114.7 200.6
ol g;ﬁ 1%; fgg = Specialty Channel 17.9% 15.7%
2009 2014 2019E

Source: Frost & Sullivan Report

Non-Alcoholic Beverage Market Breakdown by Channel

RMB Bn
CAGR 2009-2014 2014-2019E
2000 1 1702.0
1600 4 Traditional Trade 14.5% 9.3%
1200 - 962.6 699.5 Modern Retail 17.2% 13.1%
300 - 227.6 448.0 Catering Channel 20.4% 14.7%
445.3 122.2 270.5 500.7 .
525 132.6 263.3 Specialty Channel 19.8% 14.6%
400 1 28.8 71.1 140.5
0 141 404 _i;.() ® E-commerce Channel 23.4% 19.4%
2009 2014 2019E

Source: Frost & Sullivan Report

There are significant entry barriers for traditional trade channel in China snack food and
non-alcoholic beverage markets mainly due to following aspects: (1) difficulty in identifying and
establishing collaborative relationship with a large number of quality distributors especially in cities
at county-level and below; (2) lack of strong localized sales team to maintain control of distributors
and provide timely support; (3) lack of nationwide manufacturing network to enable rapid product
replenishment at competitive cost.

In comparison, foreign brands are more prominent in the modern retail channel in which could
be more easily penetrated especially for those with strong brand recognition and diversified product
portfolio. Modern retail channel is the major channel for product distribution in top tier cities and is
expected to continue to grow at a CAGR of 11.8% from 2014 to 2019 for snack food market and a
CAGR of 13.1% for non-alcoholic beverage market and consistently gain shares from traditional trade
channel in China. This is also critical for building high-end brand appeal and gathering first hand
feedback on product receptivity given more sophisticated consumer demand.

Within the non-alcoholic beverage space, catering channel is a major channel driven by the
growing “eat-out” trend and fast-paced lifestyle of Chinese consumer and leading beverage brands
with diversified and distinct portfolio are well placed to cooperate with the catering retailers to
penetrate this channel. Specialty channel has also emerged as a more important channel especially for
products like energy drinks as brand manufacturer focus on promoting the products to reach a broader
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customer base and better satisfy their needs. In addition, due to more prevalent trend of online
purchase across all product categories, snack food and non-alcoholic beverage retail sales via the
e-commerce channel is expected to grow at a CAGR of 19.1% from RMB56.7 billion in 2014 to
RMB136.0 billion in 2019.

COMPETITIVE LANDSCAPE

According to Frost & Sullivan, the snack food and non-alcoholic beverage market in China is
fragmented with a wide range of international and local manufacturers. Compared with the most
developed countries, China has a rather low concentration in the snack food and non-alcoholic
beverage market. Top 10 snack food companies’ market share was approximately 30% in 2014, while
the corresponding shares in the United States and the United Kingdom were above 60%. In the
meanwhile, the concentration of top 10 non-alcoholic beverage companies in the United States, the

United Kingdom were above 55%, and the figure in China was approximately 45%.

According to Frost & Sullivan, Dali was the sixth largest manufacturer of snack food and
non-alcoholic beverage in China by retail sales value in 2014 and the second largest among the
domestic manufacturers with a retail sales value share of 2.4%. Dali was also the second largest

manufacturer of snack food market in China with 5.1% share in terms of retail sales value in 2014.

Among the leading snack food and beverage companies in China, most players focus only on a
few key products. Dali is one of the most diversified players with six or more product categories where
the retail sales value of each of the categories was over RMB1.5 billion in 2014, according to Frost
& Sullivan.

The following table sets forth the competitive landscape for snack food and non-alcoholic

beverage in China.

Snack Food and Non-alcoholic Beverage Market

Rank Company Name Market Share (by retail sales value in 2014)

1 A 7.5%

2 B 6.8%

3 C 5.3%

4 D 3.2%

5 E 2.7%

6  Dali 24%

Source: Frost & Sullivan Report
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The following table sets forth the competitive landscape for snack food in China.

Snack Food Market

Rank Company Name Market Share (by retail sales value in 2014)

I S A 9:2%
2 Dali 5.1% i
3 B 38% T
4 C 3.4%

5 D 3.1%

Source: Frost & Sullivan Report
CHINA’S SNACK FOOD MARKET
Bread, Cakes and Pastries

The bread, cakes and pastries segment under snack food market comprises of a wide range of
product categories, including pre-packaged products of pie, small bread, cakes, Swiss rolls, Chinese
pie, croissants and others. From 2009 to 2014, the packaged bread, cakes and pastries segment grew
at a CAGR of 13.6% to RMB55.2 billion in 2014, and is expected to continue to grow at a CAGR of
13.1% to reach RMB102.4 billion in 2019. According to Frost & Sullivan, the per capita consumption
of bread, cakes and pasties in China in 2014 was USD7, compared to USD61, USD82, USD97 and
USD32 in the United States, the United Kingdom, Germany and Japan, respectively. This represents
huge growth potential for Chinese market. While price is still an important motivator for consumer to
increase category purchasing, leading manufacturers in the bread, cakes and pastries segment
including Dali mainly drove net price realization and overall sales volume growth through taste, flavor
and nutrition innovation. The growth in the segment is largely driven by ongoing new product launch,
product upgrade as well as having these products as meal replacements and in other occasions. The
following table sets forth the market size and growth rates for the overall Chinese packaged bread,

cakes and pastries market and their sub-segments.

Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E
(in RMB billion)

Bread, Cakes & Pastries.............coceevvnenen. 29.1 55.2 102.4 13.6% 13.1%
Pie . 7.5 13.4 21.6 12.3% 10.1%
Small Bread..........cooooviiiiiiiiiiin, 6.3 11.9 21.3 13.4% 12.4%
CaKes oo 4.4 8.4 15.3 13.7% 12.7%
Swiss ROIIS.....ovvviiiiiiiiiiin, 4.1 7.3 12.6 12.3% 11.5%
Chinese Pie....cooovviiiiiiiiiiiiiis 0.5 2.8 10.0 40.5% 28.8%
CroiSSANTS couvninininiei e 0.4 1.3 4.0 24.6% 25.8%

Source: Frost & Sullivan Report

Pie and small breads are two major product categories in packaged bread, cakes and pastries,
with a combined retail sales value of RMB25.3 billion in 2014. These two categories are expected to
maintain strong growth in the next five years with leading players continously launching innovated
and upgraded products to cater to evolving consumer tastes as well as promoting these products as
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meal replacements. Cakes and Swiss rolls markets are also expected to maintain fast growth driven by
the continuous new product launch. Chinese pie is the fastest growing category driven by launch of
pork floss pies by a local manufacturer in 2013 which was the first company to engage in
industrialized production of such product in China and actively promote products via the e-commerce
channel. Croissants, which are expected to achieve retail sales value of RMB4.0 billion in 2019, are
becoming more popular as Chinese consumers are increasingly craving for quality westernized

products.

According to Frost & Sullivan, Dali is the largest manufacturer of bread, cakes and pastries in
China. It has a market share of 21.9% by retail sales in 2014, more than three times the market share
of the second largest player. Dali is also the largest manufacturer across five sub-segments including
pie, small bread, cakes, Swiss rolls and croissants in China. The following table sets forth the

competitive landscape for the Chinese bread, cakes and pastries market:

Bread, Cakes and Pastries

Rank Company Name Market share (by retail sales value) in 2014

3l Dali (Daliyuan) 21.9% ]
AT e 6.3%
3 B 5.0%

4 C 4.9%

5 D 3.7%

Source: Frost & Sullivan Report

Potato Snacks

Potato snacks are produced from potatoes and potato powder and have been deep fried or baked
until crispy. In comparison with other segments of snack food, per capita consumption of potato
snacks is relatively low, it is also significantly lower than other developed countries. According to
Frost & Sullivan, the potato snacks consumption per capita in China in 2014 was USD2, while the
figure in the United States, the United Kingdom, Germany and Japan is USD29, USD28, USD20 and
USD25 respectively, indicating that the market in China still has large growth potential. With
increasing per capita disposable income and growing purchase power, Chinese consumers are placing
greater emphasis on branded products. In addition, the continuous consumption upgrade, products
diversification due to changing consumer behavior and increasing spending on leisure foods are also

the main drivers of the market growth.

Potato snacks include chips, fries and other potato snack products. The whole potato snacks
market grew at a CAGR of 15.9% by retail sales from RMB9.7 billion in 2009 to RMB20.2 billion in
2014, and is expected to grow at a CAGR of 15.7% to reach RMB42.0 billion in 2019. Similar to the
segment of bread, cake and pastries, Chinese consumers are fairly responsive to the innovation of
potato snacks. The growth in potato snacks segment is mainly driven by the ongoing extension of
flavors and packaging as well as wider range of occasions which people could consume the product
as compared to other type of snack food. Leading brand manufacturers have also branched into fries

and others to further diversify the portfolio and offer more differentiated products. An increasing
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number of consumers in the lower-tier cities and rural areas are developing the habit of consuming
potato snacks. And the consumers who are in tier 1 and 2 cities are willing to consume upgraded potato
snacks. The following table sets forth the market size and growth rates for the potato snacks in China,
including the sub segments of chips and fries and others:

Market Size by Retail Sales Value CAGR

2009 2014 2019E 2009-2014 2014-2019E

(in RMB billion)

Potato Snacks......coovviviiiiiiiiiii, 9.7 20.2 42.0 15.9% 15.7%
Chips e 8.1 16.9 34.5 15.8% 15.4%
Fries and Others .......cccoovviviiiiiiiiiinnn.. 1.6 3.4 7.5 16.3% 17.2%

Source: Frost & Sullivan Report

The potato snacks market in China is relatively concentrated. The top five manufacturers account
for 72.1% of the market share by retail sales value in 2014. According to Frost & Sullivan, Dali is the
third largest manufacturer of potato snacks by retail sales in China in 2014. Dali is also the largest
domestic player with a market share of 15.1% by retail sales in this market. The following table sets
forth the competitive landscape for the potato snacks market in China.

Potato Snacks

Rank Company Name Market share (by retail sales value in 2014)

1 A 25.8%

2 B 17.7%

i3 Dali (Copico) 151%
4 c 85%
5 D 5.0%

Source: Frost & Sullivan Report
Biscuit

China’s biscuit market includes plain biscuits, sandwich biscuits, biscuit snacks, cookies, wafer
biscuits and soda biscuits.

China’s biscuit market grew at a CAGR of 11.8% by retail sales from RMB30.4 billion in 2009
to RMB53.1 billion in 2014, and is expected to grow at a CAGR of 10.5% to reach RMB87.7 billion
in 2019. The biscuit consumption per capita in China is much lower than that in developed countries.
According to Frost & Sullivan, the biscuit consumption per capita in China in 2014 was USD6,
compared to USD22, USD39, USD35 and USD16 in the United States, the United Kingdom, Germany
and Japan, respectively. Therefore, Chinese biscuit market still has ample room for growth. The
following table sets forth the market size and growth rates for the Chinese biscuit market and the

major sub-segments.
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Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E

(in RMB billion)

BiscuitS.....oooiiiiiiii 30.4 53.1 87.7 11.8% 10.5%
Plain Biscuits ...........cccooviiiiii 11.1 16.9 25.2 8.9% 8.4%
Biscuit Snacks ..........cooo 5.4 11.2 21.1 15.8% 13.6%
Sandwich Biscuits............cco.oooii. 6.9 11.8 17.5 11.3% 8.3%
COOKIES ..uviiiiiiiiiiiic 2.5 6.1 13.1 19.5% 16.6%

Source: Frost & Sullivan Report

The plain biscuits segment constitutes the largest category in the Chinese biscuit market with a
retail sales value of RMB16.9 billion in 2014, and is expected to grow at a CAGR of 8.4% to reach
RMB25.2 billion in 2019. The plain biscuits growth is mainly driven by the growing health and
wellness trend as well as launch of new products, flavors and packaging. The Chinese cookies segment
has a retail sales value of RMBG6.1 billion in 2014, and is expected to grow at a CAGR of 16.6% to
reach RMB13.1 billion in 2019 due to increasing popularity of quality westernized products. Biscuit
snack refers to biscuits with special shapes, the majority of which are packaged in small paper boxes.
Biscuit snack market has a retail sales value of RMB 11.2 billion in 2014 and is expected to grow at
a CAGR of 13.6% to reach RMB21.1 billion in 2019, driven by the growing demand for snack

consumption during leisure time and in-between meals especially among children and teenagers.

According to Frost & Sullivan, the biscuit market is fairly fragmented with top five producers
having a combined share of 30% indicating significant consolidation potential. Dali is the second
largest biscuit manufacturer in China with 4.9% market share by retail sales value in 2014 and the
largest domestic biscuit brand. It is also the largest biscuit manufacturer within the plain biscuits
market in 2014. The following table sets forth the competitive landscape for China’s biscuit market.

Biscuit
Rank Company Name Market share (by retail sales value in 2014)
A ] 12.6%
i2 Dali (Haochidian) 4.9% i
3B, 49% T
4 C 4.0%
5 D 3.6%

Source: Frost & Sullivan Report
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CHINA’S NON-ALCOHOLIC BEVERAGE MARKET

Herbal Tea

Herbal tea, with a longstanding presence in China, is perceived as a health-oriented drink and
favored by many Chinese consumers. Consumers are well receptive of the positive effect of traditional
Chinese medicine, key ingredients for herbal tea, which are perceived to help “avoiding overheating”.
Major brands also promote the wide range of occasions which consumers could consume the products
such as when staying up late, working overtime, eating hotpot, etc. As such, China’s herbal tea market
grew at a CAGR of 22.7% by retail sales from RMB18.3 billion in 2009 to RMB50.9 billion in 2014,
and is expected to grow at a CAGR of 15.4% to reach RMB104.3 billion in 2019. In particular,
catering channel is expected to remain as the most significant distribution channel and outgrow the
overall herbal tea market in the next five years. The following table sets forth the market size and
growth rates for China’s herbal tea market, including the sub segments of canned and aseptic pack,
and PET-bottled herbal tea.

Market Size by Retail Sales Value CAGR

2009 2014 2019E 2009-2014 2014-2019E

(in RMB billion)

Herbal Tea .....cooeevvvineiiiiiiniiiiiiiiniiinece 18.3 50.9 104.3 22.7% 15.4%
Canned and Aseptic pack.........cc......... 15.5 43.6 88.1 22.9% 15.1%
PET-bottled........ccoouvveiiiiiiniiiiiinicnnnn. 2.8 7.3 16.2 21.4% 17.1%

Source: Frost & Sullivan Report

Canned and aseptic pack herbal tea products are the main category in the herbal tea market with
a retail sales value of RMB 43.6 billion, representing 85.6% of total retail sales in China in 2014. The
canned and aseptic pack herbal tea category is expected to grow at a CAGR of 15.1% from 2014 to
2019. PET-bottled herbal tea has gained popularity due to its portability fitting the evolving consumer
lifestyle. The retail sales value of PET-bottled herbal tea reached RMB7.3 billion in China in 2014 and
is expected to outgrow the overall market with a CAGR of 17.1% from 2014 to 2019.

Dali launched Heqizheng herbal tea in 2007 when the market was monopolized. Since then, its
brand has gained increasing popularity and outperformed other new entrants to become the third
largest brand in China with a market share of 9.9% by retail sales value in 2014. Within the canned
segment, the Company is the only player which has launched 480ml large canned products with more
attractive price positioning than market standard canned products with size of 310ml. Within the
PET-bottled segment, Dali is the first mover with majority market share in 2014, more than the

aggregate retail sales of the next two competitors.
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The following table sets forth the competitive landscape for China’s herbal tea market.

Herbal Tea
Rank Company Name Market share (by retail sales value in 2014)
1 A 53.1%
2 B .280%
i3 Dali (Heqizheng) 9.9% |
I o 0.7% T
5 D 0.5%

Source: Frost & Sullivan Report

Plant-based Beverage

Plant-based beverage consists of two main categories, namely plant-based non-dairy beverage
and plant-based dairy beverage. Plant-based non-dairy beverage refers to the beverage made from
plant products, seeds, nuts, which have a certain content of protein. Typical products include coconut
beverage, walnut beverage, soybean beverage, etc. Plant-based dairy beverage refers to the beverage
made by mixing milk or milk products, and plant protein sources, such as peanut or coconut, etc.
Typical products include peanut milk beverage, walnut milk beverage, etc. With the improving living
standard and underlying consumer preferences towards healthy and natural beverage products in
China, there is growing demand for low calorie, no artificial ingredients, and protein-rich products

which drives plant-based beverage to grow over the past years.

The plant-based beverage market has grew at a CAGR of 23.8% by retail sales from RMB23.9
billion in 2009 to RMB69.6 billion in 2014, and is expected to grow at a CAGR of 18.2% to reach
RMB160.8 billion in 2019. The plant-based beverage market in China has been growing at a higher
rate than overall non-alcoholic beverage market in China mainly driven by the increasing purchasing
power and growing health and wellness awareness. Moreover, this nutritional drink category is one of
the main market share gainer from the carbonated soft drinks, of which its share of total non-alcoholic
beverage market has dropped from 22.2% in 2009 to 14.5% in 2014 due to rising concerns towards
obesity and potential health related risks. The following table sets forth the market size and growth
rates for China’s plant-based beverage market, including the sub-segments of plant-based non-dairy

beverage and plant-based dairy beverage.

Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E

(in RMB billion)

Plant-based Beverage ..........cccceeevviniinenne. 23.9 69.6 160.8 23.8% 18.2%
Plant-based non-dairy beverage............ 16.4 49.6 114.9 24.7% 18.3%
Plant-based dairy beverage .................. 7.5 20.0 45.9 21.6% 18.1%

Source: Frost & Sullivan Report
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Plant-based non-dairy beverage is the main category in the plant-based beverage market with a
retail sales value of RMB49.6 billion, representing 71.3% of total retail sales in China in 2014.
Plant-based dairy beverage, represented by peanut milk and walnut milk, is also growing rapidly in
recent years, driven by the more brand marketing to promote this product category catering to
consumer demand for healthy products as well as the successive launch of new products by various
manufacturers to cater to changing consumer preferences. Plant-based dairy beverage has a retail sales
value of RMB20.0 billion in 2014, representing 28.7% of total retail sales of plant-based beverage in
China, and is expected to grow at a CAGR of 18.1% from 2014 to 2019.

Top five plant-based beverage manufacturers in China account for 56.3% market share by retail
sales in 2014. According to Frost & Sullivan, Dali is the fifth largest manufacturer of plant-based
beverage by retail sales in China in 2014, with a market share of 4.7%. The following table sets forth

the competitive landscape for China’s plant-based beverage market.

Plant-based Beverage

Rank Company Name Market share (by retail sales value in 2014)

1 A 23.0%

2 B 11.0%

3 C 10.4%

4 b ] 72%
i5 Dali (Daliyuan Peanut Milk) 4.7% i

Source: Frost & Sullivan Report

According to Frost & Sullivan, Dali is the second largest manufacturer of plant-based dairy
beverage in China by retail sales value in 2014. Dali has also increased its shares from 13.3% in 2012
to 16.3% in 2014 driven by successful launch of aspetic pack peanut milk in 2012 aided by continuous
penetration in the distribution channels. The following table sets forth the competitive landscape for

China’s plant-based dairy beverage market.

Plant-based Dairy Beverage

Rank Company Name Market share (by retail sales value in 2014)

A ....362%
12 Dali (Daliyuan Peanut Milk) 16.3% i
3B 33% T

Source: Frost & Sullivan Report
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Energy Drinks

Energy drinks generally refer to soft drinks that contain caffeine and other substances that could
provide mental and physical stimulation effects to consumers. Demand growth of energy drinks is
mainly generated from the favorable demographics with younger energy drinks consumer age
compared to that of overall beverage market and with strong stickiness of young customers towards
energy drinks. Moreover, as energy drinks expand through further innovation and brand-building, the
products now appeal to a greater number of drinking occasions including at work, driving, playing

sports, study and entertainment etc.

China’s energy drinks market is currently in early stage of development. The per capita
consumption of energy drinks was USDS5 in China in 2014 compared to USD29, USD19, USD13 and
USD19 in the United States, the United Kingdom, Germany and Japan. The retail sales value of U.S.
energy drinks market was around USD1.6 billion in 2004 and reached USD9.1 billion in 2014,
representing an increase of approximately five times from 2004 to 2014. China’s per capital
consumption of energy drinks in 2014 was close to the level of U.S. market in 2004, indicating the

huge potential.

In the meantime, consumers are also continuously looking for new products with different
flavors and brand images, which provide the new-comers opportunities to survive and prosper in this
once-monopolistic market. According to Frost & Sullivan, Red Bull held nearly 70% market share in
the U.S. energy drinks market in 2002 while Monster held no more than 5% share in the same year.
However, despite not being the first mover, Monster’s market share gradually grew to 39% in 2014,
while Red Bull’s market share reduced to 43% in the same year.

China’s energy drinks market is the fastest growing category within the non-alcoholic beverage
space. The retail sales value grew from RMB9.6 billion in 2009 to RMB23.9 billion in 2012, one year
before Dali launched its Hi-Tiger product. The market size is expected to reach RMB101.3 billion in
2019 with a CAGR of 21.8% from 2014 to 2019. The following table sets forth the market size and
growth rates for China’s energy drinks market, including the sub segments of canned and PET-bottled

energy drinks.

Market Size by Retail Sales Value CAGR
2009 2014 2019E 2009-2014 2014-2019E
(in RMB billion)
Energy Drinks.....cccoocoiviiiiiiiiiin. 9.6 37.8 101.3 31.6% 21.8%
Canned .....oooeiiiiiiii 9.1 33.9 87.5 30.2% 20.9%
PET Bottled......ccoooviiiiiiii, 0.5 3.9 13.8 48.9% 28.8%

Source: Frost & Sullivan Report
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Canned products are the primary segment within the energy drinks market, representing 89.7%
of total retail value in 2014. Nevertheless, PET-bottled products have experienced rapid growth at a
CAGR of 48.9% from 2009 to 2014 with Eastroc and Dali being the pioneers in the segment, and are
expected to grow at a CAGR of 28.8% from 2014 to 2019. This strong growth prospect is driven by
the increasing demand for convenience-size bottled products as well as their attractive pricing which
generally have lower price per-ml than the canned products. In particular, the specialty channel,
including convenience stores within gas stations, is an important distribution channel and is expected

to grow at a faster CAGR than the overall energy drinks market.

The energy drinks market in China is highly concentrated with top five energy drinks
manufacturers account for 90.8% market share by retail sales in 2014. According to Frost & Sullivan,
Dali is the third largest manufacturer of energy drinks by retail sales value in China in 2014, with a
market share of 5.3%. It ranked second among all China’s energy drink brands in terms of top of mind
brand awareness and aided brand awareness, according to the consumer survey conducted by Frost &

Sullivan.
Aided Brand Awareness Survey for China’s Energy Drinks Brands

99.3%
83.1%

100.0%
80.0% A

60.0% - 50.9% 47.5%

40.0% - 32.0% 2550
. 0

20.0% A

0.0% T T T T T )
A Hi-Tiger B C D E

Source: Frost & Sullivan Report

The following table sets forth the competitive landscape for China’s energy drinks market.

Energy Drinks

Rank Company Name Market share (by retail sales value in 2014)

1 A 76.4%

2 B ST%
i3 Dali (Hi-Tiger) 5.3% i
N o 26% T
5 D 0.8%

Source: Frost & Sullivan Report
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PRICE OF RAW MATERIAL

Key Raw Materials

For snack food and beverage manufacturers in China, the major raw materials are flour, palm oil
and sugar. The charts below set forth the price trends of these key raw materials for the three years

ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015.
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Source: Frost & Sullivan Report

According to Frost & Sullivan, the price of flour slightly increased from 2012 to 2015. On the
contrary, the price of palm oil observed a downward trend since 2012, affected by the decreasing price

of upstream materials as well as the decreasing price of major substitutive products such as soybean

oil.
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Sugar price observed a downward trend from 2012 to 2014 because of scale upgrade of China’s
sugar industry, the government’s increased state-reserve, and increased import. The price started to
rebound from October 2014 due to an enlarging supply shortfall caused primarily by domestic sugar

underproduction and import quota restriction on sugar.

According to Frost & Sullivan, in June 2015, the average prices of flour, sugar and palm oil were
RMB3,680 per tonne, RMB5,288 per tonne and RMB5,120 per tonne, respectively.

Key Packaging Materials

PET is a key packaging material for beverage products. The chart below sets forth the price of
PET for the three years ended December 31, 2012, 2013 and 2014 and the six months ended June 30,

2015.
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PET price is generally fluctuant, largely affected by oil price, which determines the prices of
PET’s key raw materials, ethylene glycol and pure terephthalic acid. The price has been decreasing in
general from 2012 to 2015, and reached RMB6,888 per tonne in June 2015.

CONSUMER BEHAVIOR AND BRAND AWARENESS

We commissioned Frost & Sullivan to conduct street interceptions and pen-and-paper interviews
(collectively, the “Interviews”) on energy drinks with 1,200 respondents across 12 cities in China from
May 8 to June 5, 2015. In terms of key criteria to choose energy drinks, customers pay lots of attention
on the effect, taste and brands. Hi-Tiger ranked second in terms of top of mind brand awareness,
non-aided brand awareness, and aided brand awareness, which is only next to Red Bull but much
higher than the rest of competitors. In terms of channels, supermarket, chained convenience stores are
still priority in purchasing energy drinks in cities. Small grocery stores in lower tier cities are also an
important channel that’s worth to mention. For some specialty channels like travelling sites, campus,
night bars and station and airport, although they don’t have large share of voting, they are also

emerging channels with good potential.
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All of our business operations are based in the PRC and are subject to extensive supervision and
regulation by the PRC Government. This section summarizes the main laws, rules and regulations
which impact key aspects of our business.

LICENSING FOR FOOD PRODUCTION

In accordance with provisions of the Regulations of the PRC for the Administration of
Production License for Industrial Products ({9 % A R ILANE T35 & 5 2E B i ol i 5 38U 91D ) (the
“Production License Regulations™), which was promulgated by the State Council and came into effect
on September 1, 2005, and the Measures for the Implementation of the Regulations of the PRC for the
Administration of Production License for Industrial Products (€ & A\ R IL AN B L3¢ & 5 AE & 7 vl 78
IR AP B MEHEIL ) ), which were promulgated by the General Administration of Quality Supervision,
Inspection and Quarantine and came into effect on November 1, 2005 and amended on April 21, 2010,
and April 21, 2014 the General Administration of Quality Supervision, Inspection and Quarantine is
responsible for the centralized administration of production license for industrial products, whereas
the competent authorities of the county level or above for industrial production license are responsible
for the administration of production license for industrial products within their own jurisdictions and
the imposition of penalties on acts that violate the production license pursuant to the relevant
requirements.

In accordance with the Measures for the Administration of Food Production Licensing ({& &£
%ﬁﬂ%fi%ﬁ?ﬁi%, which was promulgated on April 7, 2010, and came into effect on June 1, 2010,
the validity term for a food production license is three years. Enterprises that have food production
license, with the need to continue the production upon expiry of the food production license, are
required to file an application for renewal of the license with the original licensing authority within
six months prior to the expiry of the validity term of the food production license. If the renewal is
approved, the number of the food production license shall remain unchanged. Where no application
is filed for renewal of license upon expiry of the validity term, the enterprise shall be deemed with
no license upon the expiry, after which, if the enterprise intends to continue the production of food,
it shall file a new application for re-issuance of the license and a new number of the license, the
validity term of which shall be counted from the date of permission. On August 31, 2015, the new
Measures for the Administration of Food Production Licensing were promulgated and came into effect
on October 1, 2015. According to the new Measures for the Administration of Food Production
Licensing, the validity term for a food production license is changed into five years and the food
producers shall file applications with the food and drug administrative authorities which originally
issued the license 30 working days before its expiry for extending the validity period of their food
production license.

FOOD SAFETY

In accordance with the Food Safety Law of the PRC (" #E A & A0 & 5 % 4274 ) ) (the “Food
Safety Law”) which was promulgated on February 28, 2009 and became effective on June 1, 2009 and
the Regulations for the Implementation of the Food Safety Law of the PRC ({H & A &A1 & 5 &
2IEEMMA)) (the “Implementing Rules on the Food Safety Law”) promulgated and implemented
on July 20, 2009, food products include finished products edible or drinkable by human beings, raw
materials used in the production of finished food products and substances which have been
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traditionally used both as food and medicinal materials, excluding substances used for therapeutic
purposes. For business engaging in food production, food circulation and catering services, relevant
licenses shall be obtained in accordance with the law. Food producers who have obtained food
production license are not required to obtain food circulation license for selling the food produced by
them at their production site; the catering service providers who have obtained the catering service
license are not required to obtain the food production or food circulation license for selling the food
produced by them at venue where their catering services are provided.

Food producers and traders are required to adopt a management system of personnel health. The
personnel suffering from dysentery, typhoid, viral hepatitis type A, viral hepatitis type E or any other
infectious disease of the digestive tract or suffering from active tuberculosis, purulent or seeping skin
disease or any other disease that affects the food safety shall not engage in work that involves contact
with ready-to-eat food. Food producers and traders shall have physical examination for their personnel
each year and shall obtain healthy certificates prior to working.

In accordance with the Food Safety Law as well as the Implementing Rules on the Food Safety
Law, Food producers shall examine the relevant licenses and eligibility certification documents of the
suppliers when purchasing food raw materials, food additives and food-related products. Food raw
materials shall be inspected in accordance with food safety standards if the relevant eligibility
certification documents are unavailable. Food raw materials, food additives or food-related products
may not be procured or used if they are not up to the standards of food safety. Food production
enterprises are required to build an administrative system for records of procurement inspection of
food raw materials, food additives and food-related products, and truthfully record the names,
specifications, quantities, names and contact information of suppliers, dates of purchase, etc. of food
raw materials, food additives and food-related products. The procurement inspection records of food
raw materials, food additives and food-related products shall be true, and shall be kept for at least two
years. Food production enterprises are also required to build an administrative system for records of
ex-factory inspection, among which the inspection certificates and safety conditions of the foods to
be delivered shall be examined, with truthful recording of the names, specifications, quantities, dates
of production, lot numbers of production, numbers of inspection certificates, names and contact
methods of purchasers, dates of sales, etc. of food. The records of food ex-factory inspection shall be
true, and shall be kept for at least two years. Food producers and traders may carry out the inspection
of their products by themselves or through qualified inspectors in accordance with the Food Safety
Law.

Under the Food Safety Law and the Implementing Rules on the Food Safety Law, packages of
pre-packed food shall bear labels with information required to be indicated by laws, regulations or
food safety standards, including but not limited to net content, date of production, list of ingredients
or components, name, address and contact details of producer, shelf life, product standard code,
storage conditions, the general name of the food additives used in the national standards and category
number of food production license.

On April 25, 2015, the Standing Committee of the National People’s Congress (“NPC”) passed
the amended Food Safety Law (“the New Food Safety Law”), which became effective on October 1,
2015. The New Food Safety Law set general requirements applicable not only to food and food
additives, but also to specific requirements for food-related products and other product categories
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(e.g., GM foods, health foods, infant and young children formula, formulated food for special medical
purposes, etc.). Compared to the 2009 version, the New Food Safety Law extends its regulatory scope
to food storage and transportation. New requirements also are raised targeting food catering service

providers. The main amendments of the New Food Safety Law include the follows:

Genetically Modified Food

Producers and traders of genetically modified food must label the food prominently following the

rules required by law.

Health Foods

A catalogue of health food raw materials and permitted functional claims will be published by
the Government, and subject to adjustment from time to time. Raw materials that are listed in the
catalogue shall be restricted to use in health foods. Moreover, separate registration and notification
requirements will be imposed on different types of health food products. With regard to the labeling
and promotion of health foods, the New Food Safety Law provides some detailed requirements in
Article 78. For example, product label or instructional materials must not suggest any
disease-prevention or healing function, it must be authentic and consistent with what is registered or
notified with the authorities. In addition, health food advertisements must include the statement “this

product cannot substitute for drugs”.

E-Commerce

In order to promote healthier online trading of food products, and offer more protection to
consumer rights, the New Food Safety Law mandates that third-party online food trading platform
providers demand real-name registration by food traders on the platform, and clearly set forth the
traders’ responsibilities; the platform providers also have a duty to examine the licenses of food

producers and traders where such licenses are applicable.

The PRC has established a food recall system in accordance with the Food Safety Law and the
Implementing Rules on the Food Safety Law. Where a food producer finds that the food produced by
it does not comply with the food safety standards, it shall immediately stop the production, recall the
food on the market for sale, notify the relevant producers and traders, as well as consumers, and record
the recall and notification. Where a food trader finds that the food traded by it does not comply with
the food safety standards, it shall immediately stop the trading, notify the relevant producers and
traders, as well as consumers, record the cessation of trading and the notification. Where the food
producers consider that the food should be recalled, the food shall be recalled immediately. The food
producers are required to take such measures as remedy, destruction and harmless treatment for the
recalled food, and report the recalling and treatment of the recalled food to the quality supervision
department at or above the county level. Where the food producers or traders fail to recall or stop
trading of the food and thus fail to comply with the food safety standards in accordance with the

provisions of this law, the quality supervision, administration for industry and commerce, food and

— 9] —
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drug supervision and administration departments at and above the county level shall order them to
recall or stop trading. On March 11, 2015, the CFDA promulgated the Administrative Measures for
Food Recall (& & 3 54 #EH#i%), which became effective on September 1, 2015. The Administrative
Measures for Food Recall provides the detailed rules on the food recall system.

For any violation of the Food Safety Law, competent authorities could confiscate the relevant
illegal incomes and food products, issue warnings and impose orders of rectification or fines ranging
from RMB2,000 to RMB50,000 (where the value of the illegal products is below RMB10,000) or fines
ranging from two times to ten times of the value of the illegal products (where the value of the illegal
products is RMB10,000 or more). Serious violation of the Food Safety Law may also result in
revocation of food safety certificate and criminal liabilities. Under the New Food Safety Law, more
severe penalties are imposed on food producers and traders for violating this Law. For example, the
fine for a “serious violation” is increased from 5-10 times to 15-30 times the total value of the
commodity (for commodities valued at over RMB10,000). For commodities valued under RMB 10,000,
the violator is subject to a fine of RMB100,000-150,000. Personal penalties (e.g., detention of the
responsible person) are proposed for the first time to punish serious violations (e.g., manufacturing
and trading of foods containing drugs, using recycled food as food raw materials, etc.). In addition,
per Article 124 of the Law, use of expired food raw materials or food additives in production can be
subject to a fine 10-20 times the total value of the commodity or even a license revocation. A consumer
who suffers personal, property or other damages may demand compensation 10 times the purchase
price or 3 times the damage from the producer or the trader, with a minimum compensation set at
RMB1,000.

Standards for Drinking Water Quality

The Standards for Drinking Water Quality (GB5749-2006)< (4= i i F 7K fify A A2 e
(GB5749-2006))) (the “Standards”) provide the water quality hygiene requirements for drinking
water quality, the water quality of the source of water for drinking water, the hygiene requirements
of central water supply, the hygiene requirements of secondary water supply, the hygiene requirements
of drinking water safety products, water quality monitoring and the methods on quality test of water.
The Standards are appropriate to various central drinking water supply including urban and rural and
the Standards also apply to non-central drinking water supply.

If the Company’s products relate to drinking water, the rules of these Standards will apply.
PRODUCT QUALITY AND CONSUMER PROTECTION

Manufacturers and vendors of defective products in the PRC may incur liability for loss and
injury caused by such products. Under the General Principles of the Civil Laws of the PRC ({1 %
NRILFE R L ALD ), which became effective on January 1, 1987, and amended on August 27, 2009
manufacturer or retailer of a defective product which causes property damage or physical injury to any
person could be subject to civil liability for such damage or injury.

In accordance with the Product Quality Law of the PRC ({H % A &I AN 7 f/E &15) ) (the

“Product Quality Law”), promulgated on February 22, 1993 and amended on July 8, 2000, producers
and sellers are responsible for the product quality according to the provisions of this law.

— 92 —
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Under the Product Quality Law, responsibilities and obligations of producers for the products
include: (i) be responsible for the quality of products they produce; (ii) description of the products or
the package of products shall be true to the fact; (iii) not to produce products expressly phased out
by State laws or decrees; (iv) not to forge the place of origin or forge or falsely use the names and
addresses of other producers; (v) not to forge or falsely use product quality marks, such as
authentication marks; (vi) not to mix impurities or imitations into the products, substitute a fake
product for a genuine one, a defective product for a high-quality one, or pass off a substandard product
as a qualified one in the production; (vii) to ensure that, for products that are fragile, inflammable,
explosive, toxic, erosive or radioactive and products that cannot be handled up-side-down in the
process of storage or transportation or for which there are other special requirements, the packaging
thereof must meet the corresponding requirements, carrying warning marks or warning notes written
in Chinese to highlight the way of handling that calls for attention. Responsibilities and obligations
of sellers for the products include: (i) to adopt a check-for-acceptance system for stock replenishment
to examine the quality certificates and other identifications of such stock; (ii) to take measures in
maintaining good quality of the products for sale; (iii) not to sell defective or deteriorated products
or products which have been publicly ordered to cease sales; (iv) to sell products with labels that
comply with the relevant provisions; (v) not to forge the place of origin or forge or falsely use the
names and addresses of other producers; (vi) not to forge or falsely use product quality marks, such
as authentication marks; (vii) not to mix impurities or imitations into the products, substitute a fake
product for a genuine one, a defective product for a high-quality one, or pass off a substandard product
as a qualified one in the sale of products.

A producer or seller in breach of the above responsibilities and obligations shall be liable to civil
compensation. If bodily injury is caused by the defect of a product, the producer or seller shall pay
for medical expenses, nursing expenses during medical treatment and lost income due to absence from
work to the victim; if the bodily injury has resulted in disability, the producer or seller shall also be
responsible for the expenses for self-supporting equipment, living allowances, compensation of the
disabled person and the living expenses necessary for those under the support of the disabled person;
if death is resulted, the producer or seller shall pay for the funeral expenses, compensation and the
living expenses necessary for those who were supported by the dead. If the defect of a product causes
losses in property of the victims, the producer or seller shall be responsible for restoring or
compensating and related major loss for it. The authorities shall order the suspension of production
or sale, confiscate the products illegally produced or sold, impose a fine and confiscate the unlawful
proceeds (if any) therefrom. Where the case is serious, business licenses shall be revoked. Where a
criminal offense is constituted, the offenders will be pursued for criminal liabilities.

The Consumer Protection Law of the PRC ({3 A R ILHE 7 2 5 hE 45 R 5E75))  (the
“Consumer Protection Law”), promulgated on October 31, 1993 and amended on October 25, 2013 and
came into effect on March 15, 2014 sets out standards of behavior for business operators in their
dealings with consumers, including, among others, (i) compliance of goods and services with the
Product Quality Law and other relevant laws and regulations, such as requirements regarding personal
safety and protection of property; (ii) accurate information and advertising concerning goods and
services and the quality and use of such goods and services; (iii) issuance of receipts to consumers in
accordance with relevant national regulations, business practices or upon customer request; (iv)
ensuring the actual quality and functionality of goods or services are consistent with advertising
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materials, product descriptions or samples; (v) assumption of the responsibilities related to repairing,
replacing, returning or other liability in accordance with national regulations or any agreements with
the consumer; and (vi) not stipulating unreasonable or unfair terms for consumers and not excluding

themselves from civil liability to undermine the legal rights and interests of consumers.

Any seller which violates the Consumer Protection Law may be subject to fines, suspension of
its business operations or revocation of its business license. A seller which violates the Consumer
Protection Law may also be subject to criminal liabilities. According to the Consumer Protection Law,
a consumer whose legal rights and interests are harmed during the purchase or use of goods may claim
compensation from the seller. Where the liability lies with the manufacturer or supplier, the seller,
after settling compensation with the consumer, has the right to recover such compensation from that
manufacturer or the other seller. Consumers or other parties who suffer injury or property losses
arising from product defects may claim compensation from the manufacturer or the seller. Where the
liability lies with the manufacturer, the seller, after compensating the consumer, has the right to

recover such compensation from the manufacturer, and vice versa.
PRODUCT STANDARDIZATION

The Standardization Law of PRC ({3 A AL FE AR ¥ 1L 7% ) ), which came into effect on April
1, 1989, has formed the legal framework for the development of standard directives and their
applications by all industries and sectors nationwide. The tasks of standardisation work include the
formulation of standards, the implementation of the standards and the supervision over the

implementation of the standards.

National standards and trade standards are classified into compulsory standards and voluntary
standards. Those standards created for safeguarding human health and ensuring the safety of the
person and of property as well as those standards for compulsory execution as prescribed by the laws
and administrative rules and regulations shall be compulsory standards, while the others shall be
voluntary standards.

According to the Regulations for the Implementation of the Standardization Law of the People’s
Republic of China (¥ A R LA B AR AL I B M 91) ) promulgated on April 6, 1990 (together
with the Standardization Law of PRC, the Standardization Law and Regulations), the standards in the
compulsory category include: (i) standards for pharmaceuticals, food hygiene and veterinary
medicine; (ii) safety and hygiene standards for products and the production, storage and transportation
and utilization of products; standards for the safety of labor and hygiene standards and safety
standards for transportation; (iii) quality, safety and sanitation standards for project construction and
other standards for project construction that must be controlled by the State; (iv) standards for the
discharge of pollutants and standards for environmental quality; (v) important technical terms,
symbols, codes and drafting methods in common use; (vi) standards on universal methods of
experimentation and examination; (vii) standards for conversion and coordination; and (viii) quality

standards for important products which need to be controlled by the State.

— 94 —
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Enterprises producing, selling or importing products which do not conform with the compulsory
standard may be ordered to stop operations. The authorities of the Industry and Commerce
Administration may also confiscate non-standardized products and illegal gains derived thereunder.
Criminal liabilities may also be imposed for serious breach of the Standardization Law and
Regulations. Standard certificates obtained by enterprises which are in breach of the Standardization
Law and Regulations may be revoked.

LAWS AND REGULATIONS IN RELATION TO PRINTING

The Regulations on the Administration of Printing Industry ({EQRIZES W) ) (“Printing
Industry Regulations”) were promulgated by the State Council and came into force on August 2, 2001.
These regulations regulate the operations of printing publications, as well as the packaging and
decoration materials on printed objects, such as paper, metal and plastic. Pursuant to the Printing
Industry Regulations, no one is allowed to engage in the printing business without obtaining a printing

license. The printing license may not be leased, lent or transferred by any means.
Other rules and regulations for the printing industry that impact the packaging industry include:

e the Administrative Regulations on Fulfilling Printing Orders (< E[JAl & 24K ED & HALE ) )
(“Printing Orders Regulations”), which were issued by the General Administration of Press
and Publication (F7 ] & R4 E) together with the Ministry of Public Security (> H) and
took effect on September 1, 2003. Under the Printing Orders Regulations, companies
engaged in the printing business are required to verify clients’ legal documents, such as
business licenses and trademark registration certificates, and to file the printing records

kept by the companies with competent authorities;

o the Measures on Administration of Bar Code ({7 f5h A& M%) ) issued by General
Administration of Quality Supervision, Inspection and Quarantine (2 2 & B B kg B A 7%
#5) on May 30, 2005. In addition, the Implementation Measures on Identification of
Printing Qualification of Bar Code (T /i WA EV il & 4% 58 LAEE M ##%)) (“Bar Code
Measures”) issued by the former State Bureau of Quality and Technical Supervision
(Bl R & &9l B &)%) on July 19, 2000. Pursuant to the aforesaid Measures, enterprises
engaged in the business of printing bar codes are encouraged to be qualified and have
qualification certificates issued by an organization under the State Bureau of Quality and
Technical Supervision. The qualification certificates are valid for three years and can be
renewed upon application within two months before expiry;

° the Interim Provisions on the Establishment of Foreign-invested Printing Enterprises ({&X
SEAME BB ENR A ZEE AT HIE D) (“Interim Provisions”) jointly issued by the General
Administration of Press and Publication and the former Ministry of Foreign Trade and
Economic Cooperation (¥f4M& 7 &7 5 /E#) on January 29, 2002. Under the Interim
Provisions, approvals by the press and publication administration are required for the
establishment of foreign-invested enterprises engaging in the printing business. In addition,

foreign-invested printing enterprises are not allowed to set up branches; and
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° the Interim Measures on the Qualifications of Printing Operators ( € E[1iill 25 £8 %% & &A% e
BATHLE)) issued by the General Administration of Press and Publication on November 9,
2001, which specify the qualifications required for enterprises engaged in printing
operations. Printing operators must satisfy such qualification requirements in order to
obtain approval for their establishment and printing licenses from the press and publication
administration.

LAWS AND REGULATIONS IN HEALTH FOOD

According to the Administration of Health Food ({fRfg € &% M%), promulgated by the
Ministry of Health on March 15, 1996 and effective as of June 1, 1996, any food as claimed having
the function of health-care must be identified by the Ministry of Health. The developer shall file an
application to the provincial health authorities where it locates and, upon passing the preliminary
examination, report it to the Ministry of Health for approval. The Ministry of Health shall issue the
“Certificate of Approval for Health Food”.

A food manufacturing enterprise shall file an application for the production of health food to the
provincial health authorities where it locates. The production of health food can be carried out only
after it is examined and approved by the aforesaid provincial health authorities with the endorsement
of permitted project in the health license of the applicant.

Packaging materials and containers in direct contact with food, including nutritional supplements
and general health food products, are required to comply with national standards. Product packaging
must be included in the application materials for approval of a new health food and reviewed by the
CFDA.

The labels of a health food are required to state, among other things, the brand name, the
common name and a brief description of the product, all of which must follow the terminologies
promulgated by the CFDA. The labels are also required to state the intended therapeutic applications,
dosage, storage, active ingredients and the licence number, if applicable, of the product. The contents
of the labels must be true and accurate.

According to the Registration of Health Food (for Trial Implementation) ({ff & & & ik 4 2 ¢
% (3417) )), promulgated by the former SFDA on April 30, 2005 and effective as of July 1, 2005, all
health food must be approved by the CFDA. CFDA approvals granted before July 1, 2005 do not
specify an expiry date and an approval obtained after July 1, 2005 will be valid for five years and must
be renewed at least three months before its expiration. A health food, once approved by the CFDA,
is permitted to use the health food logo specified by the Ministry of Health.

According to Good Manufacturing Practices for Health Food ({fR{EE 5 R4 mEH#)),
promulgated by the Ministry of Health on May 5, 1998 and effective as of January 1, 1999, a
manufacturer of health food in China must pass GMP certification to cover all aspects of its
production. GMP certification criteria include qualifications related to staff, production premises and
facilities, raw materials, production management, product distribution, hygiene conditions and quality
controls.
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LAWS AND REGULATIONS IN PRODUCT PACKAGING

As required by the General Principles on the Production License for Food Packaging, Containers,
Tools, and Other Products({E &A% - & - THERGAEFTHEA)) and the Detailed
Examination Rules on Production License for Plastic-made Food Packaging, Containers, Tools, and
Other Products({& i B4 - 24 - THERGAEFFIFEAMAD), which was promulgated
by the General Administration of Quality Supervision, Inspection and Quarantine on July 18, 2006,
and by the Implementation Rules on Production License for Paper-made Food Packaging, Containers,
and Other Products (CE & AAVEAE - AEF R AEFTF I EIEAIH])), which was promulgated by
the General Administration of Quality Supervision, Inspection and Quarantine on July 18, 2007, any
enterprise that has not obtained a production license for a product listed in the Catalogue shall be
prohibited from producing the relevant products.

TRADEMARK ADMINISTRATION
Overview of trademark administration

As required by the Trademark Law of the PRC ({1 #E A\ R ILHE P24 ) ) (Order No. 59 of the
President, effective from March 1, 1983 and amended on October 27, 2001 and August 30, 2013 and
came into effect on May 1, 2014) and Regulation for the Implementation of Trademark Law of the PRC
(R N R 3 R o) P A 9 B a4 1)) ) (Order No. 358 of the State Council, effective from September
15, 2002 and amend on April 29, 2014), The Trademark Office of the SAIC (the “Trademark Office”)
shall be responsible for the registration and administration of trademarks throughout the country. The
Trademark Review and Adjudication Board of the State Administration for Industry and Commerce
under the State Council shall be responsible for handling trademark disputes.

Registered trademarks refer to trademarks that have been approved and registered by the
Trademark Office, which include commodity trademarks, service trademarks, collective marks and
certification marks. The trademark registrant shall enjoy an exclusive right to use the trademark,
which shall be protected by law. Any visible mark in the form of word, graphic, alphabet, number, 3D
(three-dimension) mark, color combination or the combination of these elements that can distinguish
the commodities of the natural person, legal person or other organizations from those of others can
be registered as a trademark. Trademark for which an application is filed for registration shall be as
distinctive as to be distinguishable, and shall not go against the legitimate right previously obtained
by others. A trademark registrant is entitled to tag the words “Registered Trademark™ or a sign
indicating that it is registered.

A public announcement shall be made upon completion of a preliminary examination of the
trademark pending for registration by the Trademark Office. Any person with pre-existing right or
interests may, within three months from the date of the publication, file an opposition against the
trademark that has been preliminarily approved upon examination. If no objection has been received
upon expiry of the said period, the registration shall be approved, a certificate of trademark
registration shall be issued and the trademark shall be published. The valid period of a registered
trademark is ten years from the date of the approval for registration. Where the registrant intends to
continue to use the registered trademark beyond the expiration of the period of validity, an application
for renewal of the registration shall be made within twelve months before the said expiration. Where
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no application therefor has been filed within the said period, a grace period of six months may be
allowed. If no application has been filed before the expiration of the grace period, the registered
trademark shall be cancelled. The period of validity of each renewal of registration shall be ten years.

Any renewal of registration shall be published after it has been approved.

Any trademark registrant may, by signing a trademark license contract, authorize other persons
to use his registered trademark. The licensor shall supervise the quality of the goods in respect of
which the licensee uses his registered trademark, and the licensee shall guarantee the quality of the
goods in respect of which the registered trademark is used.

Any of the following acts shall be an infringement upon the right to exclusive use of a registered
trademark: (1) using a trademark which is identical with a registered trademark on the same kind of
commodities without a license from the registrant of the registered trademark; (2) using a trademark
which is similar to a registered trademark on the same kind of commodities, or using a trademark that
is identical with or similar to the registered trademark on similar goods without a license from the
registrant of the registered trademark, which is likely to cause confusion; (3) selling commodities that
infringe upon the right to exclusive use of a registered trademark; (4) counterfeit or unauthorized
production of the label of another’s registered trademark, or sale of any such label that is counterfeited
or produced without authorization; (5) changing a registered trademark and putting the commodities
with the changed trademark into the market without the consent of the registrant of the registered
trademark; (6) providing, intentionally, convenience for activities infringing upon others’ exclusive
right of trademark use, and facilitating others to commit infringement on the exclusive right of
trademark use; or (7) causing other damage to the right to exclusive use of a holder of a registered
trademark.

Well-known trademark administration

As required by the Trademark Law of the PRC (2001 Revision), Provisions for the Determination
and Protection of Well-known Trademarks (<5145 P15 a8 & AR G&E R 2 )) (Order No. 5 of the State
Administration for Industry and Commerce, effective from June 1, 2003 and amended on July 3, 2014)
and Working Instructions of the State Administration for Industry and Commerce for the
Determination of Well-known Trademarks (%44 P22 TAEAIHID) (No. 81 [2009] of the State
Administration for Industry and Commerce, effective from April 21, 2009), well-known trademarks
refer to reputable trademarks well known to the relevant public in China. The following factors shall
be taken into consideration in the determination of a well-known trademark, on the premise that the
trademark is not required to satisfy all of these factors: (1) the popularity of the trademark among the
relevant public; (2) the duration in which the trademark is in continued use; (3) the duration, extent
and geographical coverage of any advertisement of the trademark; (4) Records of the protection of the
trademark as a well-known trademark; and (5) other factors contributing to the popularity of a

trademark.

Having received an application for the protection of a well-known trademark during the course
of the administration of trademarks, the Trademark Office shall make a decision within a period as

stipulated by related provisions of Trademark Law of PRC.
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If a trademark of identical or similar commodity for which an application for registration is filed
is the copy, imitation or translation of a well-known trademark of others which has not been registered
in China, and is likely to cause confusion, it shall not be registered and shall be prohibited from use.
If a trademark of a different or dissimilar commodity for which an application for registration is filed
is the copy, imitation or translation of a well-known trademark of others which has been registered in
China, and is likely to mislead the public and lead to possible damage to the interests of the registrant

of that well-known trademark, it shall not be registered and shall be prohibited from use.
Patent Law

Patents in the PRC are mainly protected under the Patent Law of the PRC ({H £ A [ 3L 1[5 2
FJi%)), which was promulgated by the Standing Committee of the NPC on March 12, 1984 and
amended on September 4, 1992, August 25, 2000 and December 27, 2008, and its implementation rules
( CpEE NRILAE HEFEE AR ), which was promulgated by the State Council on June 15, 2001
and amended on December 28, 2002 and January 9, 2010. The Patent Law of the PRC and its

ELIT3

implementation rules provide for three types of patents, “invention,” “utility model” and “design.”
“Invention” refers to any new technical solution relating to a product, a process or improvement
thereof; “utility model” refers to any new technical solution relating to the shape, structure, or their
combination, of a product, which is suitable for practical use; and “design” refers to any new design
of the shape, pattern, color or the combination of any two of them, of a product, which creates an
aesthetic feeling and is suitable for industrial application. The duration of a patent right for
“invention” is 20 years, and the duration of a patent right for “utility model” or “designs” is 10 years,

from the date of application.
Domain names

The Measures for the Administration of Domain Names for the Chinese Internet (' B 5.1 4%
43845 & HEHE ) ) (the “Domain Name Measures”) were promulgated by the then existing Ministry of
Information Industry on November 5, 2004, and came into effect on December 20, 2004. The Domain

3

Name Measures regulate registrations of domain names with the Internet country code “.cn” and

domain names in Chinese.
PRODUCTION SAFETY

Pursuant to the PRC Production Safety Law ({13 N RILAE %24 E %)) which was
promulgated on June 29, 2002 and amended on August 27, 2009 and August 31, 2014 and came into
effect on December 1, 2014, the State Administration of Work Safety (B %K % 25 & B B & HAR) is
in charge of the overall administration of production safety. The PRC Production Safety Law provides
that any entity engaging in manufacturing must meet national or industry standards regarding safety
production and provide qualified working conditions required by laws, administrative rules and the
national or industry standards. The entity engaging in manufacturing must install prominent warning
sign at or on the relevant dangerous operation site, facility and equipment. The design, production,
installment, use, test, maintenance, upgrade and disposal of safety equipment must comply with

national and industry standards.
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FOREIGN EXCHANGE
Foreign exchange administration

The principal law governing foreign currency exchange in the PRC is the Foreign Exchange
Administration Regulations ({JM#EFEHEH])). The Foreign Exchange Administration Regulations
was enacted by the State Council on January 29, 1996 and implemented on April 1, 1996. On January
14, 1997 and August 5, 2008, the State Council amended the Foreign Exchange Administration
Regulations. According to the Foreign Exchange Administration Regulations currently in effect,
international payments in foreign currencies and transfer of foreign currencies under current items
shall not be restricted. Foreign currency transactions under the capital account are still subject to
limitations and require approvals from, or registration with, the SAFE and other relevant PRC

governmental authorities.

Pursuant to the Regulation of Settlement, Sale and Payment of Foreign Exchange (%% [ - [
B AT HESE FERLE ) ), promulgated on June 20, 1996 by the PBOC and which became effective on July
1, 1996, the Foreign-Invested Enterprises (“FIE”), may only buy, sell or remit foreign currencies at
those banks authorized to conduct foreign exchange business after providing valid commercial
supporting documents and, in the case of capital account item transactions, obtaining approvals from
the SAFE.

On August 29, 2008, the SAFE promulgated the Notice of the General Affairs Department of the
SAFE on the Relevant Operating Issues concerning the Improvement of the Administration of Payment
and Settlement of Foreign Currency Capital of Foreign-invested Enterprises ({[H % 4ME & 5 45 5 7
BRI 52 5 A1 78 A3 A S SRR T A 4 S A R A TR AT R SE B R AT BRI RE O3B RT) ) (the “SAFE  Circular
142”) regulating the conversion by a foreign-invested enterprise of its foreign currency registered
capital into Renminbi. The SAFE Circular 142 provides that the Renminbi fund converted from
foreign currency registered capital of a foreign-invested enterprise may only be used for purposes
within the business scope approved by the applicable governmental authority and may not be used for
equity investments within the PRC. The use of such Renminbi fund may not be altered without
approval, and such Renminbi fund may not in any case be used to repay any Renminbi loans that were
taken out but that have not been utilized. Violations of the SAFE Circular 142 could result in severe
monetary penalties. On March 30, 2015, the SAFE promulgated the Circular on Reforming the
Management Approach regarding the Settlement of Foreign Exchange Capital of Foreign-invested
Enterprises (B MCE S5 £ & A SE SN & A 4 45 T 7 XA AN)  (the “SAFE Circular 19”),
which became effective on June 1, 2015 and replace the SAFE Circular 142. Under the SAFE Circular
19, the restriction is abolished that the using the Renminbi fund converted from foreign currency
registered capital of a foreign-invested enterprise for equity investments within the PRC. Meanwhile,
the use of such Renmibi should still obey the restrictions as set in this circular, such as it cannot be
directly or indirectly used for the payment beyond the business scope of the enterprises or the payment
prohibited by national laws and regulations; investment in securities unless otherwise provided by
laws and regulations; granting the entrust loans in Renminbi (unless permitted by the scope of
business), repaying the inter-enterprise borrowings (including advances by the third party) or repaying
the bank loans in Renminbi that have been sub-lent to the third party; and paying the expenses related
to the purchase of real estate not for self-use, except for the foreign-invested real estate enterprises.
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Dividend distribution

The principal laws governing dividend distributions by our PRC Subsidiaries include the PRC
Company Law ({H#E ANRIEFE A H%)), which was promulgated on December 29, 1993 and
became effective on July 1, 1994 and was subsequently amended on December 25, 1999, August 28,
2004 and October 27, 2005 and on December 28, 2013. Dividend distribution by wholly foreign-owned
enterprises (“WFOE”) and Sino-foreign equity joint ventures (“EJV”) are further governed by the PRC
Law Concerning Wholly Foreign-Owned Enterprises ({H# A RALFIE M E274)), which was
promulgated on April 12, 1986 and revised on October 31, 2000, and its Implementation Regulations
( CrpdiE N RALHE AN E A £ E M4 1) ) promulgated on December 12, 1990 and revised on April
12, 2001 and February 19, 2014, the PRC Law on Sino-foreign Equity Joint Ventures ({4 # A &It
R A A E 485 274 )) promulgated on July 1, 1979 and revised on March 15, 2001 and the
Implementation Regulations ({1 #E A R ILFIE oAb & G 8 S FILEMEWP])) promulgated on
September 20, 1983 and revised on July 22, 2001, January 8, 2011 and February 19, 2014.

Under these laws and regulations, PRC companies, including WFOEs and EJVs, may pay
dividends only out of their accumulated profits, if any, determined in accordance with PRC accounting
principles. In addition, PRC companies, including domestic companies, WFOEs and EJVs are required
to set aside each year at least 10% of their after-tax profit based on PRC accounting principles to their
statutory general reserves funds until the cumulative amount of such reserve fund reaches 50% of their
registered capital. These reserves are not distributable as cash dividends. Furthermore, EJVs and
WFOE:s in the PRC may also be required to set aside individual funds for employee welfare, bonuses
and development, at the discretion of such PRC companies and as stipulated in their articles of
association. These reserves or funds are not distributable as dividends.

Circular No. 37

The SAFE promulgated Circular 37 on July 14, 2014 which rescinded the Circular 75. Subject
to the Circular 37, domestic resident, individuals or institutions, are required to register with the
bureau of foreign exchange administration before they invest in special purpose vehicles with
legitimate assets or equity interests inside and outside the PRC. Failure to comply with the registration
procedures set forth in the Circular 37 may result in restrictions imposed on the subsequent foreign
exchange activities of the relevant domestic residents, including the remitting back of dividends and
profits. Domestic residents who invest special purpose vehicles with legitimate assets or equity
interests inside and outside the PRC prior to the implementation of the Circular 37, but fail to conduct
the foreign exchange registration of overseas investments shall submit explanatory statement and state
the reasons to the bureau of foreign exchange administration. The bureau of foreign exchange
administration may allow complementary registration under the principles of legality and legitimacy.
In the event of any violation of foreign exchange regulations by domestic residents who apply for the
foresaid complementary registration, administrative penalty would be imposed in accordance with
relevant laws. According to the Circular on Further Simplifying and Improving the Direct
Investment-related Foreign Exchange Administration Policies (B iR #E— 5 i {b A0 oloift B 2 5% & S e
EIBOR B A (the “SAFE Circular 13”) which was promulgated on February 13, 2015 and became
effective on June 1, 2015, the above mentioned registration under Circular 37 will be handled directly
by the bank that has obtained the financial institution identification codes issued by the foreign
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exchange regulatory authorities and that has opened the capital account information system at the
foreign exchange regulatory authority in the place where it is located and the foreign exchange
regulatory authorities shall perform indirect regulation over the direct investment-related foreign

exchange registration via banks.
TAXATION
Enterprise income tax (“EIT”)

According to the PRC EIT Law, which was promulgated on March 16, 2007 and became effective
from January 1, 2008, the income tax for both domestic and foreign-invested enterprises is at a
uniform rate of 25%. The Regulation on the Implementation of Enterprise Income Tax Law of the
PRC ({H e N RGN E A 3 T 15 BLvk B e 91) ) (the “EIT Rules”) was promulgated on December 6,
2007 and became effective from January 1, 2008.

Pursuant to the PRC EIT Law and the EIT Rules, a resident enterprise is subject to enterprise
income tax for the income derived from both inside and outside the PRC. An organization or
establishment set up by a non-resident enterprise in the PRC is subject to enterprise income tax for
the income derived in the PRC and the income derived from outside the PRC but with actual
connection with such organization or establishment in the PRC. For a non-resident enterprise which
has not set up an organization or establishment in the PRC, or has set up an organization or
establishment in the PRC but the income it derives has no actual connection with such organization

or establishment, only its income derived in the PRC will be subject to enterprise income tax.

The enterprise income tax is being levied at the rate of 25%. A non-resident enterprise without
a permanent establishment in the PRC or a non-resident enterprise which has set up a permanent
establishment in the PRC whose earning income is not connected with the abovementioned permanent
establishment will only be subject to tax on its PRC-sourced income. The income for such enterprise
will be taxed at the reduced rate of 10%.

Pursuant to the PRC EIT Law and the EIT Rules, income from equity investment between
qualified resident enterprises such as dividends and bonuses, which refers to investment income
derived by a resident enterprise from direct investment in another resident enterprise, is tax-exempt

income.

Moreover, pursuant to the Arrangement between Mainland China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on income (A8 v 45 Al 47 B i B 7 5 v 45 2k 40 8 o 0B0 A0 B LE i I Bl 1
ZHE)), a PRC resident enterprise which distributes dividends to its Hong Kong shareholders should
pay income tax according to PRC law, however, if the beneficiary of the dividends is a Hong Kong
resident enterprise, which directly holds no less than 25% equity interests of the aforesaid enterprise
(i.e. the dividend distributor), the tax levied shall be 5% of the distributed dividends. If the beneficiary

is a Hong Kong resident enterprise, which directly holds less than 25% equity interests of the aforesaid
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enterprise, the tax levied shall be 10% of the distributed dividends. Meanwhile, Circular of the State
Administration of Taxation on the Interpretation and the Determination of the “Beneficial Owners” in
the Tax Treaties ([ ZBiHS A5 B Qo fa] B3 A0 52 Bk oh 2 2 25 T A A" B948%0))  has

stipulated some factors that are unfavorable to the determination of “beneficial owner”.

In addition, pursuant to the Circular of the SAT on Relevant Issues Relating to the
implementation of Dividend Clauses in Tax Treaty (<[ ZBi %548 J5 B 7 B 17 Bl i v 2 B B 30 B
W% A1) ) issued by the SAT on February 20, 2009, all of the following requirements should be
satisfied where a tax resident of the counterparty to the tax treaty needs to be entitled to such tax
treatment specified in the tax treaty for the dividends paid to it by a Chinese resident company: (1)
such a tax resident who obtains dividends should be a company as provided in the tax treaty; (2) the
equity interests and voting shares of the Chinese resident company directly owned by such a tax
resident reach a specified percentage; and (3) the capital ratio of the Chinese resident company
directly owned by such a tax resident reaches the percentage specified in the tax treaty at any time
within 12 months prior to acquiring the dividends.

Pursuant to the Administrative Measures for Non-residents to Enjoy Treatment under Tax
Treaties (Trial) (CFFJE RZ =2 B ioh & 38 8 HHF (5047) )) which came into effect on October 1,
2009, where a non-resident enterprise (as defined under the PRC tax laws) wishes to enjoy the
preferential tax treatment under the tax treaty, it is required to apply for approval to or file with the
competent tax authority for record because the preferential tax treatment is not automatically applied.
Without approval or record filing, the non-resident enterprise will not enjoy the preferential tax
treatment as stipulated in the tax treaty.

Value-added tax (“VAT”)

Provisional Regulations of the PRC on Value-added Tax (<3 A & 3 i B 14 (B BB A7 0461 )
were promulgated by the State Council on December 13, 1993 and came into effect on January 1, 1994.
The Provisional Regulations were amended on November 10, 2008 and the amended Provisional
Regulations came into effect on January 1, 2009. The Detailed Rules for the Implementation of the
Provisional Regulations of the PRC on Value-added Tax (Revised in 2011) (< % A & 3 5] 4 (B Bl
PAT IR B E a4 I (20114F15%T) )) were promulgated by the Ministry of Finance (fB{#f) and the
SAT on December 15, 2008 and were amended on October 28, 2011 and came into effect on November
I, 2011 (collectively, the “VAT Law”). According to the VAT Law, all enterprises and individuals that
engage in the sale of goods, the provision of processing, repair and replacement services, and the
importation of goods within the territory of the PRC must pay VAT.

ENVIRONMENTAL PROTECTION

The Environmental Protection Law of the PRC ({(#E NRILMBEZRERGELE)) (the
“Environmental Protection Law”), which was promulgated by the Standing Committee of the NPC on
December 26, 1989, revised on April 24, 2014 and came into effect on January 1, 2015, provides a
regulatory framework to protect and develop the environment, prevent and reduce pollution and other
public hazards, and safeguard human health. The environmental protection department of the State
Council is in charge of promulgating national standards for environmental protection. The
Environmental Protection Law requires any facility that produces pollutants or other hazards to adopt
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environmental protection measures in its operations and establish an environmental protection
responsibility system. Enterprises that are in violation of the Environmental Protection Law may be
subject to a warning, payment of damages, imposition of a fine, or limitation or suspension of
production in accordance with the seriousness of the case. If a criminal offense is committed, the
offender may be subject to criminal liabilities.

The Ministry of Environmental Protection of the PRC ("H#EARILFIEIRIEILFER) has
formulated a series of supporting regulations to ensure effective enforcement of the new
environmental protection law.

On December 19, 2014, the Ministry of Environmental Protection promulgated the Measures for
the Disclosure of Environmental Information by Enterprises and Public Institutions ({{>2£5 %1
RIS B A BAHFE ) )(the “Measures”), which came into effect on January 1, 2015. The Measures
specifies units and scope of the environmental information disclosure, disclosure method, credit
evaluation system establishment and legal liability. Enterprises and public institutions shall promptly
and truthfully disclose their environmental information by the principle of combining the mandatory
disclosure with the voluntary disclosure. The Measures specified the subject of liability to mandatory
disclosure, which requires the environmental protection authorities to draw up a list of key
pollutant-discharging units and supervise and guide the units to carry out the work. As to the content
to disclosure, the environmental protection authorities are liable to supervise the disclosed contents
according to the Measures.

On December 19, 2014, the Ministry of Environmental Protection promulgated the Measures for
the Imposition of Consecutive Punishments on a Daily Basis by Environmental Protection
Authorities ((ERBT 0% 3245 30 M B hE#% H 45 5% & 3% ) ), which came into effect on January 1,
2015. The Measures specifies basis, principle, scope, procedure and method of calculating as to the
consecutive punishments on a daily basis.

On December 19, 2014, the Ministry of Environmental Protection promulgated the Measures for
the Imposition of Sealing up and Detaining by Environmental Protection Authorities ({5 %7 £
MY E A B - FnH B#%) ), which came into effect on January 1, 2015. The Measures specifies the
definition, scope of application, concrete object of sealing up and detaining, and the implementing
procedures such as inspection, evidence collection, examination and approval, penalty decision
enforcement, implementing period, retention and release.

On December 19, 2014, the Ministry of Environmental Protection promulgated the Measures for
the Imposition of Restrictions on Production and Cessation of Production for Rectification by
Environmental Protection Authorities ({ERH5E %58 3245 50 M B hE SR il A= 2 ~ 15 IR 9874 ) ), which
came into effect on January 1, 2015. Environmental protection authorities at or above the county level
shall take measures such as restricting production, suspending production for rectification and
severely disciplining the pollutants discharging exceeding the pollutant discharge standard or the
controlling indicators for total emission volume of major pollutants.

The Law of the PRC on Prevention and Control of Water Pollution ({3 A 3B 7K i5 Y B

J87%)), which was amended by the Standing Committee of the NPC on February 28, 2008, the Law
of the PRC on Prevention and Control of Atmospheric Pollution ({9 & A R H1 ] K575 BB iRk ) ),
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which was amended by the Standing Committee of the NPC on April 29, 2000 (On August 29, 2015
the Standing Committee of the NPC passed the amendments to this law which will come into effect
on January 1, 2016), and the Law of the PRC on Prevention and Control of Environmental Noise
Pollution (€3 A R LN B 55 e 8 J5 YL M6 45 ) ), which was promulgated by the Standing
Committee of the NPC on October 29, 1996 and became effective on March 1, 1997, as well as the
Law of the PRC on the Prevention and Control of Environmental Pollution by Solid Wastes (
CrpE N R LA (B [ B B VS Y BRBE B iR 5 ) ), which was amended by the Standing Committee of the
NPC on December 29, 2004 and June 29, 2013, prescribe the details for the prevention and control of
water pollution, atmospheric pollution, noise pollution and solid waste pollution.

The Environmental Impact Appraisal Law (A3 A RN 3R 55 52 B 5E(E %)), which was
promulgated by the Standing Committee of the NPC on October 28, 2002 and became effective on
September 1, 2003, the Administration Rules on Environmental Protection of Construction
Projects (LI H BRBE R FEM 1) ), which was promulgated by the State Council and became
effective on November 29, 1998, and the Measures for the Administration of Examination and
Approval of Environmental Protection Facilities of Construction Projects (s H H % T IR 5% {4 3 5
WA B HEE ) ), which was promulgated by the former State Environmental Protection Administration
of the PRC (" 3E A B ILAN B R R ERIE R # 4 R) on December 27, 2001 and became effective on
February 1, 2002, require enterprises planning construction projects to engage qualified professional
institution to provide assessment reports on the environmental impact of such projects. The assessment
report must be approved by the competent environmental protection authorities prior to
commencement of any construction work. Enterprises shall file an application for examination and
acceptance of the environmental protection facilities upon the completion of the construction project.
A construction project may be formally put into production or use only if the corresponding
environmental protection facilities have passed the acceptance examination.

EMPLOYMENT AND SOCIAL INSURANCE

The Labor Contract Law of the PRC ({3 AN RILFE 4585 F%)) (the “Labor Contract
Law”), which was promulgated by the Standing Committee of the NPC on June 29, 2007 and became
effective on January 1, 2008 and whose amendments made on December 28, 2012 and came into effect
on July 1, 2013, governs the relationship between employers and employees and provides for specific
provisions in relation to the terms and conditions of an employment contract. The Labor Contract Law
stipulates that employment contracts must be in writing and signed if labor relationships are to be or
have been established between enterprise or entities on one hand and the laborers on the other hand.
It imposes more stringent requirements on employers in relation to entering into fixed-term
employment contracts, hiring of temporary employees and dismissal of employees.

As required under the Regulation of Insurance for Labor Injury ({ L& &g f1) ), implemented
on January 1, 2004 and amended on December 20, 2010 and came into effect on January 1, 2011, the
Provisional Measures for Maternity Insurance of Employees of Corporations ({4 3EHk T.4: & & et
TTHEE), implemented on January 1, 1995, the Decisions on the Establishment of a Unified Program
for Old-Aged Pension Insurance of the State Council (%5 ¢ B A & 37 48— A S50k T AFZ E R
@%HTEE‘JH&%%, issued on July 16, 1997, the Decisions on the Establishment of the Medical
Insurance Program for Urban Workers of the State Council (€ [2 75 B B i 82 37 3 B ik T 38 A B e O b

HilER P E)), promulgated on December 14, 1998, the Unemployment Insurance Measures
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(CRZELR BRI ), promulgated on January 22, 1999, and the Social Insurance Law of the PRC
(CHEE N R SR B A& AR Bk ) ), implemented on July 1, 2011, enterprises are obliged to provide
their employees in the PRC with welfare schemes covering pension insurance, unemployment
insurance, maternity insurance, labor injury insurance and medical insurance. Enterprises must apply
for social insurance registration with local social insurance agencies and pay premiums for their
employees. If an enterprise fails to pay the required premiums on time or in full amount, the
authorities in charge will demand the enterprise to settle the overdue amount within a stipulated time
period and impose a 0.05% overdue fine. If the overdue amount is still not settled within the stipulated
time period, an additional fine with an amount of three to five times of the overdue amount will be

imposed.

According to the Regulation on Management of Housing Fund ({fF 5 A& & & # % 4) ), which
was promulgated by the State Council on April 3, 1999, became effective on the same day and was
amended on March 24, 2002, enterprises must register with the competent managing center for
housing funds and, upon the examination by such managing center of housing fund, complete
procedures for opening an account at the relevant bank for the deposit of employees’ housing funds.
Employers are required to contribute, on behalf of their employees, to housing funds. The payment is
required to be made to local administrative authorities. Any employer who fails to contribute may be

fined and ordered to make good the deficit within a stipulated time limit.
M&A RULES

Under the Rules on the Merger and Acquisition of Domestic Enterprises by Foreign Investors in
PRC ((BARAMEIEEE PEIREE AN MM E)) (the “M&A Rules”), which was issued by the
MOFCOM, SASAC, SAT, SAIC, CSRC and SAFE on August 8, 2006, effective on September 8, 2006
and further amended on June 22, 2009 by the MOFCOM, a foreign investor is required to obtain
necessary approvals when (i) a foreign investor acquires equity in a domestic non-foreign invested
enterprise thereby converting it into a foreign-invested enterprise, or subscribes for new equity in a
domestic enterprise via an increase of registered capital thereby converting it into a foreign-invested
enterprise; or (ii) a foreign investor establishes a foreign-invested enterprise which purchase and
operates the assets of a domestic enterprise, or which purchases the assets of a domestic enterprise and
injects those assets to establish a foreign-invested enterprise. According to Article 11 of the M&A
Rules, where a domestic company or enterprise, or a domestic natural person, through an overseas
company established or controlled by it/him, acquires a domestic company which is related to or
connected with it/him, approval from MOFCOM is required.
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GENERAL

Our Company was incorporated in the Cayman Islands as an exempted company with limited
liability on November 4, 2014, and, as a result of the Reorganization, which refers to the
reorganization of our Group commenced in September 2014 in preparation of the Listing, became the
holding company of our Group with our business conducted through Dali (PRC), our indirect

wholly-owned subsidiary, which in turn owns our PRC operating subsidiaries.

Please see the sections headed “—Corporate Development of Our Company” and
“—Reorganization” for further details of the corporate and business development and reorganization
of our Group.

OUR HISTORY AND BUSINESS MILESTONES

The history of our Group can be traced back to Hui’an Meili Minzheng Food Factory
(ELZEFRBE M) (“Meili Food”), which was established as a collectively owned enterprise
under the PRC laws in 1989. Meili Food carried out biscuit production business after its establishment.
In 1992, Mr. Xu, our Chairman, executive Director and chief executive officer, was elected to be the
legal representative of Meili Food. In the same year, Meili Food and its business partner established
Fujian Dali as a joint venture in the name of Hui-an Dali Foodstuff Co., Ltd. FUJIAN
(8 8 B2 2 R B 5 A FRZA 7)) and introduced the first “Dali” branded biscuit product to the market.
In the past 26 years, we have successfully developed into a leading branded snack food and beverage
company in China with a diversified multi-brand product portfolio. Set out below are the significant

milestones of our corporate and business development:

Year Milestones

1989 Meili Food was established

August 1992 Fujian Dali was established and the first “Dali” branded biscuit product
was introduced to the market

1996 “Dali” (“2#]”) branded biscuits were recommended by the China Light
Industry Machinery Association as a “Quality Product Known to and
Trusted by Chinese Consumers (9 B4 2 # 15 15 48 24 15 7 5 )

October 1997 “Dali” (“##]”) branded food was listed as “Well-known Chinese
Brand-name Products (FFBZA R4 R E M)

July 1998 Fujian Dali Foodstuff Co. Ltd. Chengdu Branch (now known as Chengdu
Dali Foods Co., Ltd.), our first subsidiary outside Fujian province, was
established

March 2002 The “Daliyuan” (“##|[&”) brand was launched by introducing Daliyuan

bread, cakes and pastries
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Year

Milestones

2002

March 2003

March 2004

September 2006

2007

2008

2010

2011

2012
March 2013

November 2014

We were rated as an “Leading Enterprise of National Food Industry
(BB LEEFFEHEE MM Z)” by the China National Food Industry
Association (% B & 5 T30 €)

The “Copico” (“B] lL 5E*) brand was launched by introducing Copico chips,
fries and others

The “Haochidian” (“4f/Z%;”) brand was launched by introducing
Haochidian biscuits

Our sales network extended to cover five geographic regions of China,
including Northeast China, Northwest China, Southwest China, East China
and Central China

Daliyuan was credited as a “China Top Brand (Daliyuan) (P B 4% R CGEE |
[#))” by the AQSIQ

The “Heqizheng” (“FHIE”) brand was launched by introducing
“Heqizheng” (“MH IE") herbal tea

We entered the beverage market and launched various beverage products,
including “Heqizheng” (“HMH1E”) ready-to-drink herbal tea, “First Milk”
(“B4EFL) flavored milk and “Daliyuan” (“# F|[&”) ready-to-drink tea

We pioneered the introduction of 600ml PET bottled herbal tea under the
“Heqizheng” (“F1H1E”) brand

We were rated as one of the “Leading Enterprise of National Food Industry
(ZE B LEEFHEBHMZE)” by the China National Food Industry
Association

We introduced the soft French bread product in China

We were ranked as one of the “China Top 500 Private Enterprises” (H'[=
R RHES5005)

We have an established presence in 16 provinces of China
The energy drink “Hi-Tiger” (“%4J%”) was launched

High-end Danish butter cookies was launched under Daliyuan Landy Castle
(“BEFH &) brand in domestic market
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CORPORATE DEVELOPMENT OF OUR COMPANY
Early history of our Company

Mr. Xu, our Chairman, executive Director and the chief executive officer, began his career in the
snack food industry in 1980s. Since the establishment of Meili Food in 1989, Mr. Xu has accumulated
extensive experience in, and developed his long-term commitment to, the snack food industry. In 1992,
Mr. Xu was elected to be the legal representative of Meili Food, which was a collectively owned
enterprise under the PRC laws, and led the establishment of Fujian Dali, which was initially named
as Hui-an Dali Foodstuff Co., Ltd FUJTAN (f# & 5 % 2 #| & i A BR 24 7)), the holding company of our
PRC subsidiaries before completion of the Reorganization.

In 2000, Meili Food was converted into a private joint stock enterprise pursuant to the PRC laws
with an initial registered capital of RMB100,000. Mr. Xu and his family members acquired the entire
equity interest in Meili Food with their personal savings. Upon completion of this acquisition, Meili

Food was wholly owned by Mr. Xu and his family members collectively.

Following the incorporation of Fujian Dali, our business had been conducted through Fujian
Dali. Meili Food was subsequently deregistered in 2008.

Establishment and development of Fujian Dali
Establishment of Fujian Dali

In 1992, Meili Food and Ka Tat Company (1% A FR/A F]) (“Ka Tat”), which is controlled by an
independent third party, established Fujian Dali with an intention to introduce “Dali” branded biscuits
into the PRC market. Fujian Dali was established on August 12, 1992 in the name of Hui-an Dali
Foodstuff Co., Ltd FUJIAN (fE@#ELZZEMNEHNAMRAR) and with a registered capital of
RMB1,500,000. Upon its incorporation, Fujian Dali was held as to 60% by Meili Food and as to 40%
by Ka Tat.

In February 1997, with a view to developing our brand strategy, expanding market awareness and
increasing market share, the shareholders of Fujian Dali decided to rename Fujian Dali as Fujian Dali
Foodstuff Co., Ltd. (fR&ZF| & & AR F]) pursuant to a resolution passed at the shareholders’
meeting of Fujian Dali. Since then, our snack food business expanded under the management of Mr.
Xu and our management team, who possess strong execution capability and in-depth knowledge of the
snack food industry.

Subsequent Changes in Shareholding Structure of Fujian Dali

A rapid growth of our business led a demand for further financing. On February 8, 1996 and April
17, 1998 respectively, Meili Food and Ka Tat injected an aggregate amount of RMB18.5 million to
Fujian Dali. After completion of two rounds of capital injections, Fujian Dali was held as to 58% by
Meili Food and as to 42% by Ka Tat with an increased registered capital of RMB20 million.
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On November 16, 2004, Ka Tat and Meili Food entered into an equity transfer agreement,
pursuant to which Ka Tat agreed to sell and Meili Food agreed to purchase the equity interest held by
Ka Tat in Fujian Dali for a consideration of RMBS&.40 million. The consideration was determined
based on the then paid-up capital of Fujian Dali of RMB20 million attributable to the equity interest
being transferred. Upon completion of this acquisition, Fujian Dali became a wholly-owned subsidiary
of Meili Food.

On March 16, 2005, Meili Food subsequently transferred the entire equity interest in Fujian Dali
to Mr. Xu, Ms. Chen, the spouse of Mr. Xu, and Ms. Xu, the daughter of Mr. Xu and Ms. Chen, at a
total consideration of RMB60 million, which was determined based on the registered capital of Fujian
Dali as at February 24, 2005 as set out in the capital verification report issued by a PRC accountants
firm on March 24, 2005. The Xu’s Family’s funding for this acquisition was generated from their
business saving. Upon completion of this transfer, Fujian Dali was held as to 67.44% by Mr. Xu, as
to 23.00% by Ms. Chen and as to 9.56% by Ms. Xu with an increased registered capital of RMBS80

million.
Further Development of Fujian Dali

In August 2005, pursuant to a resolution passed at the shareholders’ meeting of Fujian Dali,
Fujian Dali was further renamed from Fujian Dali Foodstuff Co., Ltd. (fR &2 F| & AR A) to
Fujian Dali Foods Group Limited (& &% F £ il 4 B 47 fR 2 7), following which the development of
our Group entered into a new phase. After a series of capital injections and expansion of business
scope, Fujian Dali was developed into a holding company of our 18 subsidiaries located in 16
provinces with an increased registered capital of RMB1,650 million and a broader business scope
covering research and development, manufacturing and sale of various snack food and non-alcoholic
beverage products. Immediately before the Reorganization, Fujian Dali was held as to 55% by Mr. Xu,
15% by Ms. Chen and 30% by Ms. Xu.

Having considered that the assets distributed to and retained by Fujian Dali, which mainly
consist of certain working capital incurred by Fujian Dali before completion of the Reorganization,
certain properties and land and certain on-going business contracts that are not part of our core assets
and that including such assets in our Group would unnecessarily increase the costs incurred by us in
connection with the Reorganization; we decided to exclude Fujian Dali from our Group and transferred
certain principal business and operating assets of Fujian Dali to Dali (PRC) as part of the
Reorganization for the purpose of the Listing. Following these transfers, Fujian Dali ceased to carry
out any business in relation to production of snack food and non-alcoholic beverage products. Please

see the paragraph headed “—Reorganization” below for further details.
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Expansion of our operations and formation of Dali Group

Establishment of Our Subsidiaries

Envisioning the market potential of the snack food and non-alcoholic beverage industry, Fujian

Dali and/or our Controlling Shareholders and their family members established a number of PRC

operating companies that are engaged in business of production of various snack food and

non-alcoholic beverage products. The following table contains some brief details of the Food and

Beverage Subsidiaries engaging in operations of snack food and non-alcoholic beverage business:

Registered Capital
as at the Latest
Practicable Date

Name Date of Incorporation Place of Incorporation (RMB million)
Dali (PRC)............. February 10, 1993 Fujian province 950
Quanzhou Dali....... January 12, 1993 Quanzhou, Fujian province 91
Hubei Dali ............ June 16, 2005 Hanchuan, Hubei province 209
Jilin Dali .............. June 17, 2005 Zhuchengzi County, Dehui, Jilin 100
province
Jinan Dali ............. June 18, 2005 Jiyang County, Jinan, Shandong 190
province
Chengdu Dali ........ June 28, 2005 Chengdu, Sichuan province 105
Gansu Dali ........... August 31, 2005 Wuwei, Gansu province 209
Ma’anshan Dali .... October 9, 2007 Ma’anshan, An Hui province 160
Shanxi Dali .......... November 15, 2007 Changzhi, Shanxi province 105
Yunnan Dali .......... March 25, 2008 Yuxi, Yunnan province 110
Henan Dali ........... July 21, 2010 Xinzheng, Henan province 150
Nanchang Dali ....... August 2, 2010 Nanchang, Jiangxi province 140
Guangdong Dali ..... August 5, 2010 Zhaoqing, Guangdong province 200
Jiangsu Dali........... August 23, 2010 Sugqian, Jiangsu province 200
Hebei Dali............. April 22, 2011 Bazhou, Hebei province 100
Shaanxi Dali.......... June 28, 2011 Xianyang, Shaanxi province 80
Shenyang Dali........ May 21, 2012 Shenyang, Liaoning province 10
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During the Track Record Period, the Food and Beverage Subsidiaries have all been principally
engaged in the production of bread, cakes and pastries; chips, fries and others; biscuits; herbal tea;
plant-based and milk beverages; energy drinks; other beverage products and, except for Shaanxi Dali,
which is in the procedure of obtaining license for production of energy drinks, all other Food and
Beverage Subsidiaries have also been engaged in production of energy drinks.

Onshore Restructuring

Acquisition of Quanzhou Dali and Hui’an Packaging from the Xu’s Family

To consolidate the businesses involved in the production of snack food and packaging, we
acquired the following two subsidiaries from the Xu’s Family.

We acquired the entire equity interest in Quanzhou Jiahe Food Company Limited (3 JH#E AR E
wi A FRZS Fl) (“Quanzhou Jiahe”), the principal business of which was the production of snack food,
from Gain Alliance Investment Limited (“Gain Alliance”), which was a company incorporated under
the laws of Hong Kong and controlled by the Xu’s Family. Quanzhou Jiahe was originally established
as a wholly foreign-owned enterprise by L.G. Foods Corporation (JF 3 7 /K & i 5 B B3 PR A 7))
(“Philippines Jiahe”), a Philippines incorporated company that is an independent third party, on
January 12, 1993 with an initial registered capital of HK$35 million. In November 2001, Meili Food
invested in Quanzhou Jiahe by way of injection of tangible assets with a value of HK$5 million. In
August 2005, Philippines Jiahe, Meili Food and Gain Alliance entered into an equity transfer
agreement, pursuant to which Gain Alliance acquired the entire equity interest in Quanzhou Jiahe for
the consideration of RMB 11 million. Subsequent to the increases in the registered capital of Quanzhou
Jiahe to HK$99.5 million from 2007 to 2013, on July 11, 2013, Fujian Dali entered into an equity
transfer agreement (the “Quanzhou Jiahe Acquisition Agreement”) with Gain Alliance, pursuant to
which, Fujian Dali acquired the entire equity interest in Quanzhou Jiahe from Gain Alliance for the
consideration paid of HK$133.60 million, which was determined with reference to the valuation of
Quanzhou Jiahe as at May 31, 2013 as set out in the valuation report issued by a PRC valuer on June
28, 2013 (“Quanzhou Jiahe Acquisition”). The consideration was fully settled on June 30, 2013. Upon
completion, Quanzhou Jiahe was renamed to Quanzhou Dali Foods Co., Ltd. (J& M £ F| & & A PR A 7))
and became a wholly-owned subsidiary of Fujian Dali with a registered and paid-up capital of
approximately RMB90.94 million.

We also acquired Hui’an Packaging, the principal business of which is packaging, decoration,
color printing and processing from Gain Alliance. Hui’an Packaging was originally established as a
wholly foreign-owned enterprise by Tai Fat Paper Products Factory Ltd. (K # 4% A FR A A]) (“Tai
Fat”), a Hong Kong incorporated company that is an independent third party, on February 10, 1993
with an initial registered capital of HK$15 million. In August 2005, the Xu’s Family, through Gain
Alliance, acquired the entire equity interest in Hui’an Packaging from Tai Fat for the consideration of
RMBS5.6 million, which was determined with reference to the valuation of Hui’an Packaging.
Subsequent to increase in the registered and paid-up capital of Hui’an Packaging to HK$67.80 million,
on July 11, 2013, Fujian Dali entered into an equity transfer agreement (the “Hui’an Packaging
Acquisition Agreement”) with Gain Alliance, pursuant to which, Fujian Dali acquired the entire equity
interest in Hui’an Packaging from Gain Alliance for the consideration paid of HK$79.50 million,
which was determined with reference to the valuation of Hui’an Packaging as at July 25, 2013 as set
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out in the valuation report issued by a PRC valuer on July 25, 2013 (“Hui’an Packaging Acquisition”).
The consideration of Hui’an Packaging Acquisition was fully settled on July 25, 2013. Upon
completion, Hui’an Packaging became a wholly-owned subsidiary of Fujian Dali with a registered and

paid-up capital of approximately RMB58.14 million.

Please see the paragraph headed “—Reorganization” below for further details of transfers of

equity interest in Hui’an Packaging subsequent to the Hui’an Packaging Acquisition.
As advised by our PRC Legal Advisors, we have obtained and completed all requisite approvals,
registrations and/or filings in all material aspects from the relevant PRC authorities in respect of the

Quanzhou Jiahe Acquisition and the Hui’an Packaging Acquisition.

Acquisitions of Equity Interests in Subsidiaries from our Controlling Shareholders

To streamline and optimize the shareholding structure and to achieve the long-term sustainable
development of our Group, Mr. Xu and his family members transferred their respective interests in the
following 12 PRC subsidiaries to Fujian Dali. The consideration for each transfer was determined
based on the investment amount injected by Mr. Xu and his family members collectively into the
relevant subsidiary. Upon completion of these transfers, Fujian Dali held the entire equity interest in

all our PRC subsidiaries:

Shareholding
Shareholding Structure Structure
before Transfer after Transfer
Mr. Xu and Consideration
his family (RMB
Name members Fujian Dali Fujian Dali million) Completion Date
Nanchang Dali............... 37.5% 62.50% 100% 45.00 August 7, 2012
Guangdong Dali............. 47.22% 52.78% 100% 85.00 August 8, 2012
Jiangsu Dali................... 48.15% 51.85% 100% 65.00 August 10, 2012
Shanxi Dali.................... 49% 51% 100% 51.45 March 20, 2013
Jilin Dali ..o, 49% 51% 100% 49.00 April 7, 2013
Ma’anshan Dali.............. 49% 51% 100% 66.64 April 10, 2013
Jinan Dali.........coooeennn. 49% 51% 100% 93.10 April 15, 2013
Yunnan Dali................... 49% 51% 100% 53.90 April 18, 2013
Henan Dali .................... 46.66% 53.34% 100% 70.00 August 5, 2013
Chengdu Dali................. 49% 51% 100% 51.45 July 4, 2014
Hubei Dali..................... 49% 51% 100% 102.41 August 1, 2014
Gansu Dali..................... 49% 51% 100% 102.41 September 15, 2014
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REORGANIZATION

In preparation for the Listing, our Group has undertaken the Reorganization. Set out below is the

corporate structure of our Group immediately prior to the Reorganization:
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The Reorganization commenced in September 2014 and primarily involved the following steps:

Equity interest transfer of Hui’an Packaging

On September 8, 2014, Fujian Dali and CDH Delicacy (HK), a wholly-owned subsidiary of CDH
Delicacy, entered into a share transfer agreement in relation to Hui’an Packaging, pursuant to which,
Fujian Dali agreed to sell and CDH Delicacy (HK) agreed to purchase 1% of the equity interest in
Hui’an Packaging at a consideration paid of RMB812,978.52, which was settled in full by CDH
Delicacy (HK) in October 2014 (the “Hui’an Sale”). The consideration for the Hui’an Sale was
determined based on the net asset value of Hui’an Packaging of approximately RMB81.33 million as
of August 31, 2014, as set out in the auditor’s report of Hui’an Packaging issued by a PRC accountants
firm on October 24, 2014.

Establishment of our offshore holding companies

On November 4, 2014, Mr. Xu, Ms. Chen and Ms. Xu, through their respective investment
holding vehicles, together incorporated Divine Foods in BVI and have since then held 50%, 10% and
40% in the issued share capital of Divine Foods.

On November 4, 2014, our Company was incorporated in the Cayman Islands under the
Companies Law as an exempted company with authorized share capital of US$50,000 divided into
50,000 shares of a par value of US$1.00 each. Upon establishment, our Company was wholly owned
by Divine Foods.

Our Company established Dali (BVI) on November 4, 2014, which in turn established Dali (HK)
on November 11, 2014.
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Acquisition of Hui’an Packaging

On November 24, 2014, Fujian Dali, CDH Delicacy (HK) and Dali (HK) entered into a sale and
purchase agreement, pursuant to which Fujian Dali and CDH Delicacy (HK) transferred their entire
equity interests in Hui’an Packaging to Dali (HK) for a total consideration paid of RMB78,920,000
(“Hui’an Acquisition™), as determined based on the net asset value of Hui’an Packaging as at October

31, 2014, as set out in a valuation report issued by a PRC valuer on November 16, 2014.

Subsequent to the Hui’an Acquisition, Hui’an Packaging was further renamed as Dali Foods
Group Co., Ltd. (ZEF| & MEE A RAF), namely, Dali (PRC), with a business scope covering
research and development, manufacturing and sale of various snack food and non-alcoholic beverage

products, packaging, decoration and color printing.

Reorganization of our PRC subsidiaries and transfer of our business from Fujian Dali to Dali
(PRC)

Prior to the Reorganization, Fujian Dali held the entire equity interests in our 17 PRC operating
subsidiaries and certain principal business and operating assets of our Group. During the period from
November to December of 2014, Dali (PRC) and Fujian Dali entered into a series of share transfer
agreements, pursuant to which Fujian Dali transferred the entire equity interests in our 17 PRC
operating subsidiaries to Dali (PRC) (“Subsidiaries Reorganization”). On December 31, 2014, Fujian
Dali and Dali (PRC) entered into a business and assets transfer agreement, pursuant to which Fujian
Dali transferred its employees, business contracts, operating assets primarily consisting of machines,
equipment, inventories and certain working capital, to Dali (PRC) (the “Business Transfer”). The
aggregate consideration paid for the Subsidiaries Reorganization and the Business Transfer paid by us
was RMB2,497,510,110.53, as determined based on the aggregate amount of the registered capitals
and investment commitments of the 17 PRC operating subsidiaries and the working capitals of Fujian
Dali.

The total consideration for the Hui’an Acquisition, the Subsidiaries Reorganization and the
Business Transfer paid by us was RMB2,576,430,110.53, among which, RMB2,575,640,910.53 was
payable to Fujian Dali and RMB789,200 was payable to CDH Delicacy (HK).

After completion of the Subsidiaries Reorganization and the Business Transfer, Dali (PRC)
became the holding company of all our 17 PRC operating subsidiaries and Fujian Dali ceased to carry

out any business in relation to the production of snack food and non-alcoholic beverage products.

As advised by our PRC Legal Advisors, we have obtained and completed all requisite approvals,
registrations and/or filings in all material aspects from the relevant PRC authorities in respect of the
Reorganization, and the Reorganization to the extent that PRC laws and regulations are applicable, has
in all material aspects complied with the applicable laws and regulations in the PRC.
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Dali (PRC),
foreign-invested enterprise by means of Equity Acquisition (as defined in the M&A Rules), it does not

Further, as previously a PRC domestic company, was converted into a
fall within the definition of a foreign-invested enterprise particularly set up for the purpose of
acquiring certain assets in the event of Asset Acquisition (as defined in the M&A Rules) and, as such,

the M&A rules do not apply to the Business Transfer.

PRE-IPO INVESTMENT

For the benefit of long-term business development and expansion of our Group, we and our
Controlling Shareholders entered into the CDH Subscription Agreement and the Shareholders
Agreement on April 29, 2015 with CDH Delicacy to provide financial resources to our Group. In
accordance with the CDH Subscription Agreement, we allotted and issued to CDH Delicacy 300
ordinary shares (the “CDH Subscription Shares”) of our Company of a par value of US$1.00 each at
a consideration paid of RMB 1.11 billion, which was determined with reference to the earnings and
growth potentials of our business. Upon completion of the Pre-IPO Investment, CDH Delicacy held
3% of the enlarged issued share capital of our Company as a result of issue of the CDH Subscription

Shares. Details of the share subscription by CDH Delicacy are set out below:

Shareholding
in our
Shareholding  Company
in our upon Listing
Company (assuming
Date of Amount of Discount to Use of immediately Over-allotment  Strategic
investment consideration Payment Cost per the Offer proceeds after the Option is not benefits to
agreement paid date Share Price” (fully utilized) investment exercised) our Company
(RMB (RMB)
million)
April 29, 1,110 May 4, 3.083 (after 44.75% To settle the 3.0% 2.63% Knowledge
2015 2015 the payables to and
Capitalization Shareholders, experience in
Issue) payment of the
expenses in development
relation to the of business
Listing and strategy and
general potential
working capital acquisition
of our Group
Note:

()

Assuming the Offer Price is fixed at HK$5.58, being the mid-point of the indicative Offer Price range.
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Rights of Pre-IPO Investor

Pursuant to the Shareholders Agreement, CDH Delicacy was granted certain special rights in
relation to our Company and the Shareholders Agreement and such special rights will be terminated
upon the earliest of (i) the Listing; (ii) termination by mutual written agreement by each party to the
Shareholders Agreement; and (iii) CDH Delicacy ceasing to hold any of our Shares or equity interests

in our Shares.

Set forth below is a summary of the principal special rights granted to CDH Delicacy pursuant

to the Shareholders Agreement.

Board representation The Board shall comprise of not more than nine directors, one of whom
shall be nominated by CDH Delicacy.

Information right Our Company shall provide CDH Delicacy with (i) the annual audited
consolidated financial statements of our Group for such financial year
within four months after the end of the relevant financial year; (ii) the
half-year consolidated financial statements of our Group within 60 days
after the end of each relevant period; (iii) all quarterly consolidated
financial statement of our Group within 60 days after the end of the
relevant period; and (iv) the annual financial budget, capital expense
plan and business plan before 30 days from the commencement of the
relevant financial year.

Protection on minority If the proposed issue price for any new ordinary shares to be issued by
shareholders’ right our Company is less than the average subscription price paid by CDH
Delicacy for CDH Subscription Shares (the “Investor Price”), our
Company shall issue additional number of ordinary shares or securities
of our Company to CDH Delicacy such that the Investor Price is adjusted

to be equal to the proposed issue price.

Right of first refusal Each of our Controlling Shareholders shall first offer CDH Delicacy the
right to purchase the respective ordinary shares of our Company held by
such Controlling Shareholder before they are offered to any third parties.
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Tag-along right

Pre-emptive right

Veto rights

Quorum

In the case that CDH Delicacy does not exercise its right of first refusal
to purchase any or all of ordinary shares of our Company to be sold by
our Controlling Shareholders, CDH Delicacy and our Controlling
Shareholders agreed that if our Controlling Shareholders propose to
transfer a portion of ordinary shares of our Company held by them to any
person (the “Proposed Transferee”), then CDH Delicacy shall have the
right to require the Proposed Transferee to purchase from CDH Delicacy
the same portion of the ordinary shares of our Company held by them for
the same price per share and upon the same terms and conditions as to
be paid and given to our Controlling Shareholders; and if our Controlling
Shareholders propose to transfer any or all of the ordinary shares of our
Company held by them to the Proposed Transferee that would, together
with any ordinary shares of our Company previously sold by our
Controlling Shareholders, result in a decrease in the interests
collectively held by our Controlling Shareholders in our Company
representing 50% or more of the total interests collectively held by our
Controlling Shareholders as at the completion of the Pre-IPO
Investment, then CDH Delicacy shall have the right to require the
Proposed Transferee to purchase from CDH Delicacy all the ordinary
shares of our Company held by it.

We have agreed with CDH Delicacy and our Controlling Shareholders
that if we propose to issue any new ordinary shares or other equity
securities of our Company to any person (the “Proposed Subscriber”),
then CDH Delicacy shall have a pre-emptive right to purchase a pro rata
portion of any new ordinary shares or other equity securities of our
Company for the same price per share and upon the same terms and
conditions as to be paid by the Proposed Subscriber, unless such
issuance is made (i) under the CDH Subscription Agreement or pursuant
to the provision in relation to the protection of rights of minority
shareholder(s), (ii) in accordance with an employee share option scheme
as approved by the Board, or (iii) the Listing.

Certain corporate actions of our Company require approval of CDH
Delicacy. Such actions include, among other things, issue of new
securities by any member of our Group, any reorganization, merger, or
spin-off by any member of our Group, acquisition by any member of our
Group, entering into of any transactions exceeding RMB100 million,
capital expenses exceeding RMB100 million, purchase or disposal of
any assets exceeding RMBI100 million and any changes in our
Company’s accountants or accounting policies.

Quorum of Board meetings shall be three Directors of our Company, one
of which shall be the CDH nominated director; quorum of Shareholders’
meetings shall be two Shareholders, one of which shall be CDH
Delicacy.
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Information on the Pre-IPO Investor

CDH Delicacy is a limited liability company incorporated under the laws of the BVI as an
investment vehicle. As at the Latest Practicable Date, CDH Delicacy was held as to 59.5% by CDH
Fund V, L.P. and as to 40.5% by Tianjin Dinghui Jiashang Equity Investment Partnership (LLP) (X
‘?ihﬁﬁﬁﬁ;,é:%ﬁﬂﬁ%ﬁ%%%%ﬁ%ﬁﬁﬁ%%)). The general partner of CDH Fund V, L.P. is CDH V
Holdings Company Limited, which is ultimately controlled by China Diamond Holdings Company
Limited. China Diamond Holdings Company Limited is a private equity company primarily

specializing in growth capital, middle market and buyout investments in Greater China.

Save for the investments made pursuant to the CDH Subscription Agreement and the
Shareholders Agreement, none of CDH Delicacy and its beneficial owners has any other relationship
with our Group or any connected persons (as defined in Rule 1.01 of the Listing Rules) of our

Company.
Lock-up and Public Float

As (i) none of CDH Delicacy and its beneficial owners is a connected person (as defined in Rule
1.01 of the Listing Rules) of our Company, (ii) the acquisition of CDH Subscription Shares was not
financed by our Company or any connected persons of our Company and (iii) CDH Delicacy is not
accustomed to take instruction from our Company or any connected persons of our Company in
relation to the acquisition, disposal, voting or other disposition of securities of our Company
registered in its name or otherwise held by it, Shares held by CDH Delicacy will be counted towards

the public float after the Listing.

CDH Delicacy has agreed that, it will not, at any time during the period of six months following

the Listing Date, dispose of any of its Shares.
Compliance with Interim Guidance

On the basis that (i) the consideration for the pre-IPO investment was settled more than 28 clear
days before the date of our first submission of the listing application form, to the Listing Division of
the Stock Exchange in relation to the Listing and (ii) the special rights granted to CDH Delicacy will
terminate upon Listing, the Joint Sponsors are not aware of any circumstances or incidences that could
lead to their belief that the pre-IPO investment by CDH Delicacy is not in compliance with the Interim
Guidance on Pre-IPO Investments issued by the Stock Exchange on October 13, 2010, the Guidance
Letter HKEx-GL43-12 issued by the Stock Exchange in October 2012 and as updated in July 2013 and
the Guidance Letter HKEx-GL44-12 issued by the Stock Exchange in October 2012.
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OUR STRUCTURE IMMEDIATELY PRIOR TO THE GLOBAL OFFERING

The following diagram sets forth the shareholding structure of our Group after the

Reorganization and immediately prior to the Global Offering:
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(i) CDH Delicacy is a limited liability company incorporated under the laws of the BVI as an investment vehicle. As at the
Latest Practicable Date, CDH Delicacy was held as to 59.5% by CDH Fund V, L.P. and as to 40.5% by Tianjin Dinghui
Jiashang Equity Investment Partnership (LLP) (K& IR 52 IR & G BECE A %)). The general partner of
CDH Fund V, L.P. is CDH V Holdings Company Limited, which is ultimately controlled by China Diamond Holdings
Company Limited.
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OUR STRUCTURE AFTER THE GLOBAL OFFERING

The following diagram sets forth the shareholding structure of our Group immediately following

the Global Offering, assuming that the Over-allotment Option is not exercised:
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(i) CDH Delicacy is a limited liability company incorporated under the laws of the BVI as an investment vehicle. As at the
Latest Practicable Date, CDH Delicacy was held as to 59.5% by CDH Fund V, L.P. and as to 40.5% by Tianjin Dinghui
Jiashang Equity Investment Partnership (LLP) (K V&I 5w B & A8 22 M A %)), The general partner of
CDH Fund V, L.P. is CDH V Holdings Company Limited, which is ultimately controlled by China Diamond Holdings

Company Limited.
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COMPLIANCE WITH PRC LAWS

SAFE Circular No. 37

The SAFE promulgated Circular 37 on July 14, 2014 which rescinded Circular 75. Subject to
Circular 37, domestic resident, individuals or institutions are required to register with the relevant
bureau of foreign exchange administration before they could invest in special purpose vehicles with
legitimate assets or equity interests inside and outside the PRC. Failure to comply with the registration
procedures set forth in Circular 37 may result in restrictions imposed on the subsequent foreign
exchange activities of the relevant domestic residents, including the remitting back of dividends and
profits. Domestic residents who invest in special purpose vehicles with legitimate assets or equity
interests inside and outside the PRC prior to the implementation of Circular 37, but fail to conduct the
foreign exchange registration of overseas investments, shall submit an explanatory statement stating
the reasons to the relevant bureau of foreign exchange administration. The relevant bureau of foreign
exchange administration may allow complementary registration under the principles of legality and
legitimacy. In the event of any violation of foreign exchange regulations by domestic residents who
apply for the aforesaid complementary registration, administrative penalty would be imposed in
accordance with the relevant laws. Our PRC Legal Advisors, Jingtian & Gongcheng, has advised that
our shareholders who are PRC residents, namely Mr. Xu, Ms. Chen and Ms. Xu, had completed initial
registration under the SAFE Circular No. 37 on December 12, 2014.

M&A Rules

Under the M&A Rules, a foreign investor is required to obtain necessary approvals when (i) a
foreign investor acquires equity in a domestic non-foreign invested enterprise thereby converting it
into a foreign-invested enterprise, or subscribes for new equity in a domestic enterprise via an increase
of registered capital thereby converting it into a foreign-invested enterprise; or (ii) a foreign investor
establishes a foreign-invested enterprise which purchases and operates the assets of a domestic
enterprise, or which purchases the assets of a domestic enterprise and injects those assets to establish
a foreign-invested enterprise. According to Article 11 of the M&A Rules, where a domestic company
or enterprise, or a domestic natural person, through an overseas company established or controlled by
it/him, acquires a domestic company which is related to or connected with it/him, approval from
MOFCOM is required.

Our PRC Legal Advisor advised that the acquisition of 1% equity interest in Hui’an Packaging
by CDH Delicacy from Fujian Dali (the “1% Acquisition”), details of which are set out in the
paragraph headed “—Reorganization—Equity interest transfer of Hui’an Packaging” in this section,
is subject to the relevant approval and filings requirements set forth in the M&A Rules. As confirmed
by our PRC Legal Advisor, all the requisite approvals, permits and licenses in relation to the 1%
Acquisition had been obtained pursuant to the applicable laws and regulations in the PRC and the 1%
Acquisition had been duly approved by competent governmental authorities in accordance with the
M&A Rules and was in compliance with the M&A Rules in all material respects.
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For the acquisition of 100% interests in Hui’an Packaging by Dali (HK) from Fujian Dali (99%)
and CDH Delicacy (1%), details of which are set out in the paragraph headed “—Reorganization
—Acquisition of Hui’an Packaging” in this section, our PRC Legal Advisors advised that since Fujian
Dali and CDH Delicacy transferred their 100% equity interest in Hui’an Packaging to Dali (HK) after
the transformation of Hui’an Packaging into a sino-foreign joint venture, the aforesaid acquisition is
an acquisition of equity in a foreign invested enterprise, and as such, the M&A Rules is not applicable
and approval from MOFCOM and/or CSRC is not required. Instead, the acquisition shall comply with
the Alteration of Investor’s Equities in Foreign-funded Enterprises (7M P & > 340 & # B s i 1Y
# TH1%E) (FIE Rules), which requires approval of the original approving authority, i.e. the Fujian
MOFCOM (or its authorized local counterpart). Given that Hui’an Packaging was converted into a
sino-foreign joint venture through the 1% Acquisition but not a foreign-funded enterprise which is
particularly established for the purpose of acquiring certain assets in the PRC, our PRC Legal Advisors
advised that the M&A Rules are not applicable to the transfer of business and related assets of Fujian
Dali to Dali (PRC), details of which are set out in the paragraph headed “—Reorganization
—Reorganization of our PRC subsidiaries and transfer of our business from Fujian Dali to Dali
(PRC)” in this section.

Our PRC Legal Advisors advised that the aforesaid acquisitions have obtained approval from all
relevant authorities and fully complied with the requirements under applicable PRC laws and
regulations, including the M&A Rules and the FIE Rules.

The PRC Legal Advisors further confirmed that all necessary approvals, permits and licenses
required under the PRC laws and regulations in connection with the Reorganization have been

obtained, and the Reorganization has complied with all applicable laws and regulations of the PRC.

— 123 —



BUSINESS

OVERVIEW

We are a leading branded snack food and beverage company in China with a diversified
multi-brand product portfolio focusing on high-growth product categories. Our ability to successfully
launch new products on a continuous basis is the key to our industry-leading position. For the years
ended December 31, 2012, 2013 and 2014, our sales of New Products contributed 54.6%, 25.6% and
33.5%, respectively, of our total revenue. Benefiting from our strong product innovation capabilities,
an extensive nationwide sales and distribution network that penetrates deeply throughout the China
market, strategically located nationwide production facilities, well-known food and beverage brands
and an experienced and efficient management team, we have created prominent and diversified
portfolios of products and brands. We have six Core Product Categories of bread, cakes and pastries;
chips, fries and others; biscuits; herbal tea; plant-based dairy beverage; and energy drinks. Each of
these product categories achieved retail sales value over RMB1.5 billion in the year ended December
31, 2014, and holds a market-leading position in its product category, according to Frost & Sullivan.
They include the following:

Expected
Market Size
% of Our in the Year  Expected
Sales in the  Ending CAGR of

Our Year Ended December Market Size
Market  Market December 31, 2019%  from 2014
Sample Product  Brands and Key  Share  Share Year 31, 2014 (RMB, to 2019
Product Category Brand Logo Photos Products Ranking” (%)  Launched?® (%) billion) (%)
Food
Bread, Cakes and @ g s Daliyuan (custard #1 21.9 2002 38.4 102.4 13.1
Pastries ......cocoevenn e pies, soft French

bread, Swiss rolls,
cakes, croissants)

Chips, Fries and 'E Copico (potato #3 15.1 2003 10.2 42.0 15.7

Others ... chips, French fries,
potato bubbles)
BiSCUILS.vvvvvooneereeeeoenn. BFirs Haochidian (crispy # 49 2004 8.4 87.7 10.5
ol biscuits, Danish
butter cookies)
Beverage
Herbal Tea.................. 40_11_1. . .a Hegizheng #3 9.9 2007 15.9 104.3 15.4
(ready-to-drink
p herbal tea)
Plant-based Dairy ,'...F' L} -] Daliyuan (peanut #2 16.3 2010 9.6 45.9 18.1
Beverage .............. z 3 i"_ ": milk)
Energy Drinks ........... @ . M Hi-Tiger #3 53 2013 5.3 101.3 21.8
,fi'ﬁ l (energy drink)
% N - N
Total ..o 87.9 483.4 153

(1) Our market share in terms of retail sales value for the year ended December 31, 2014 in each respective product

category’s market, according to Frost & Sullivan.
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(2)  Refers to the year in which the first product in the respective brand or product category was launched.

3) According to Frost & Sullivan.

Leveraging our strong capabilities in product innovation, development and commercialization,
we expect to launch five to ten new products in 2015 and 2016, continuously enhancing our product
portfolio to keep driving our sales growth. As of the Latest Practicable Date, we had 16 food products
and six beverage products in our research and development pipeline.

We have built an extensive nationwide sales and distribution network through our distributors
and key accounts. This network penetrates a wide range of points-of-sale, enabling us to sell products
at all levels of the market, from provinces to counties, villages and towns throughout China. As of
June 30, 2015, we had 3,951 distributors and a sales network covering all provinces, cities and most
of the county-level divisions in China. We have increased our focus on China’s fast-growing modern
retail channel in recent years, with more sales efforts such as marketing campaigns.

We have 16 strategically located production bases with 32 food- and beverage-related production
facilities throughout China, which enable us to manufacture all of our products in-house and
efficiently adjust our production in accordance with changes in local markets. Moreover, this also
allows us to maintain a logistic cost advantage and to rapidly replenish our products.

Our success is evidenced by our strong financial track record. Our revenue increased by 18.6%
from RMB10,812.0 million in 2012 to RMB12,827.0 million in 2013, by 16.1% to RMB14,894.0
million in 2014, and by 15.1% from RMB7,388.1 million in the six months ended June 30, 2014 to
RMBS,504.5 million in the same period of 2015. Our net profit increased by 71.9% from RMB692.6
million in 2012 to RMB1,190.8 million in 2013, by 74.4% from 2013 to RMB2,076.7 million in 2014,
and by 46.6% from RMB1,034.5 million in the six months ended June 30, 2014 to RMB1,517.1 million
in the same period of 2015.

OUR COMPETITIVE STRENGTHS

1. One of the Most Diversified Product Portfolios with Leading Positions Across Multiple
High-Growth Categories

Benefiting from iconic household brands across a wide range of product categories, we have one
of the most extensive product portfolios among snack food and non-alcoholic beverage companies in
China, and have six prominent, leading product categories, each with retail sales value over RMB1.5
billion in the year ended December 31, 2014, according to Frost & Sullivan. Moreover, our six Core
Product Categories ranked among the top three positions in their respective market segments in China
in the same period in terms of retail sales value, according to Frost & Sullivan. We strategically focus
on developing snack food and beverage products including bread, cakes and pastries; chips, fries and
others; biscuits; herbal tea; plant-based and milk beverages; and energy drinks. We believe that these
product categories have great growth potential and offer more attractive profit margins and have
higher expected growth rates than the overall food and beverage industry. The market segments of our
six Core Product Categories had a total retail sales value of RMB237.3 billion in 2014 and have an
expected CAGR of 15.3% from 2014 to 2019, higher than the food and beverage industry as a whole,
according to Frost & Sullivan.
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We are a leading branded snack food and beverage company in China. We are China’s
second-largest snack food producer in terms of retail sales value in 2014. Our leading positions in all
of our six Core Product Categories are as follows:

° “Daliyuan” (“#F/E”) (Bread, Cakes and Pastries). Introduced in 2002, Daliyuan was
the No. 1 brand in China in terms of retail sales value within the bread, cakes and pastries
category in 2014, according to Frost & Sullivan. In this category, we have introduced a
variety of new products such as pies, soft French bread, cakes, Swiss roll and croissants
under the Daliyuan brand, all of which have maintained leading market positions, according
to Frost & Sullivan.

o “Copico” (“TAItk52”’) (Chips, Fries and Others). Introduced in 2003, Copico emerged as
China’s third-largest potato snacks brand and the largest domestic brand in this category in
terms of retail sales value in 2014, according to Frost & Sullivan. In addition, with the
launch of Kaqu French fries and other products with new flavors and packaging, we have
further enhanced our position in this market.

° “Haochidian” (“#1z 25”) (Biscuits). Introduced in 2004, Haochidian became China’s No.
2 biscuit brand overall and the No. 1 domestic biscuit brand in 2014, according to Frost &
Sullivan. We have launched 10 product series under this brand, including high-fiber and
crispy biscuits. We have continuously introduced new biscuit products and sub-brands to
enhance our market position, such as Landy Castle Danish butter cookies in 2014.

° “Heqizheng” (“F1H IE”) (Herbal Tea). Introduced in 2007, Hegizheng was China’s No. 3
ready-to-drink herbal tea brand in 2014, according to Frost & Sullivan. We were the pioneer
for PET-bottled herbal tea and remain the dominate market leader, with the retail sales
value of our PET-bottled herbal tea products exceeding the aggregate of our two biggest
competitors in 2014, according to Frost & Sullivan.

e  “Daliyuan Peanut Milk” (“Z F|E 1€ 4% 4 43”) (Plant-based Dairy Beverage). Introduced
in 2010, our plant-based dairy beverage has become increasingly popular, and we were
China’s second-largest plant-based dairy beverage producer in terms of retail sales value in
2014, according to Frost & Sullivan.

e “Hi-Tiger” (“%%”) (Energy Drink). Since its launch in April 2013, our Hi-Tiger brand
has rapidly become the domestic energy drink brand with the highest brand recognition, and
ranked No. 3 in China’s energy drink market by retail sales value in 2014, according to
Frost & Sullivan.

With our diversified, multi-brand product portfolio, we have a unique competitive advantage.
Our leading position and scale in each of our six Core Product Categories provide us with economies
of scale in our procurement, manufacturing, sales and marketing, logistics and advertising. Our market
positions and scale also help us to continuously strengthen our relationships with distributors and key
accounts and enhance our bargaining power. At the same time, our market positions and scale enable
us to promote new premium products across China to increase our profit margins and further enhance
customer loyalty. Our successful multi-brand strategy has helped us to satisfy the demands and
preferences of different consumer groups.
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In addition, our multiple product categories and brands have reinforced our resilience and
stability of our business model. Our high-growth diversified product categories have minimized our
overall operating risks, and our diversified raw material cost-base has minimized our exposure to the
price fluctuation of any single raw material. This business model differentiates us from many other
domestic food and beverage manufacturers in China, who rely heavily on relatively narrow product
categories. Our strong brand recognition and market position will enable us to capture industry

consolidation opportunities in the fast-growing snack food and non-alcoholic beverage markets.

2. Strong Product Innovation, Development and Commercialization Capability with

Exceptional Track Record

Identifying and satisfying unmet consumer demands by creating differentiated products is one of
our core competencies. Throughout our history, we have an exceptional record in entering new product
categories, product innovations, and enhancements within existing popular product categories. Our
experienced, market-oriented research and development teams identify evolving consumer tastes and
preferences as well as industry trends. Supported by our marketing and branding capabilities and
nationwide manufacturing and distribution network, we can roll out new products and reach
points-of-sale rapidly and efficiently. We have also adopted differentiated pricing and product
packaging strategies to cater to our targeted consumer groups. Utilizing these advantages, we have
quickly become one of China’s leading producers in all six of our Core Product Categories. Among
the products that we sold in 2012, 2013 and 2014, 27 of them were New Products, of which 18 were
food products and nine were beverage products. In each of 2012, 2013 and 2014, our sales of these
New Products contributed 54.6%, 25.6% and 33.5% of our total revenue, respectively. Moreover, the
retail sales value of 10 of our products, including Daliyuan soft French bread, Daliyuan cakes,
Daliyuan custard pies, Daliyuan chocolate pies, Daliyuan Swiss rolls, Copico potato chips, Haochidian
biscuits, Heqizheng herbal tea, Daliyuan peanut milk and Hi-Tiger energy drink, each exceeded RMB1
billion in the year ended December 31, 2014, according to Frost & Sullivan.

The following table sets forth examples of our successful food and beverage products launches:

Year in which retail sales
value exceeded

Product Year of Launch RMBI1 billion (December 31)"
Daliyuan Cake ........ccoooiiiiiiiiiiiiiiiice, 2010 2014

Daliyuan Soft French Bread.............ccocooiviiiiinni. 2010 2011

Daliyuan Peanut Milk in PET bottle ................... 2010 2012

Daliyuan Peanut Milk in aseptic pack .................. 2012 2014

Hi-Tiger Energy Drink .........coooiiiiiiiiiiiiinininnn, 2013 2014

Note:

[@)) According to Frost & Sullivan.
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Examples of our recent successful introductions of new products that were based on one of our
existing products include:

° Daliyuan Soft French Bread. Leveraging our in-depth market research and product
development capabilities, we created Daliyuan soft French bread based on our own
formulation. This product is an upgraded version of our existing mini French bread
products with softer texture. This successful product launch reinforces our No. 1 position
within the broader small bread category, according to Frost & Sullivan, and the market
pioneer image of the soft bread category, strengthening our Daliyuan brand equity.

° Kaqu French Fries. Utilizing our strong market position and extensive sales and
distribution network, we launched Kaqu French fries in 2014. This product is an extension
of our Copico brand following our successful launch of Copico potato chips. Our launch of
Kaqu French fries boosted sales of our chips, fries and others products. The successful
launch of Kaqu French fries further enhanced our market share, solidifying our position as
the largest domestic brand in China’s potato snacks market, according to Frost & Sullivan.

Examples of our recent successful introductions of new products that marked our expansion into
new product categories include:

° Heqizheng Herbal Tea. Heqizheng herbal tea was our key product for our entry into
China’s beverage market. It was the third-largest brand in the ready-to-drink herbal tea
market by retail sales value in 2014, according to Frost & Sullivan. We pioneered the
introduction of 600ml PET-bottled herbal tea, and offers better value-for-money compared
to the market-standard 310ml canned herbal tea. In 2014, we also pioneered the first 480ml
canned herbal tea offered at an attractive price as compared to peer products, and we have
achieved rapid sales growth for this product by targeting the catering and specialty
channels.

° Hi-Tiger Energy Drink. In 2013, we launched our Hi-Tiger energy drink to capitalize on
favorable market-growth prospects. We have distinguished our products from other
market-leaders by launching a PET-bottled energy drink, which focuses on consumer
convenience and provides us with a unique edge in pricing. In terms of distribution
channels, we have focused on the traditional trade channel and increasingly on the modern
retail channel. Our Hi-Tiger brand has rapidly grown to be China’s third-largest energy
drink brand by retail sales value in 2014, and it is also the domestic energy drink brand with
the highest brand recognition in China, according to Frost & Sullivan.

3. Extensive Nationwide Sales and Distribution Network with Formidable Penetration
Advantage in Traditional Trade Channel and Tremendous Development Prospects in Other
Channels

We have built an extensive nationwide sales and distribution network through our distributors
and key accounts. This network penetrates to a wide range of points-of-sale, enabling us to sell
products at all levels of the market, from provinces to counties, villages and towns throughout China.
As of June 30, 2015, we had 3,951 distributors with a sales network covering all provinces, cities and
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most of the county-level divisions in China. We believe that our established nationwide sales network
of distributors would be difficult to replicate. It gives us formidable presence in the traditional trade
channel, which constituted the majority of China’s packaged snack food and non-alcoholic beverage
market in 2014, according to Frost & Sullivan, and it differentiates us from both our multinational and
domestic competitors. We cooperate directly with municipal- and county-level distributors to maintain
our strong bargaining power and control over our sales network. We have established a stable and
highly loyal distributor base using a sophisticated distributor management system and have had
commercial relationships with most of our key food and beverage distributors for more than five years.
As of June 30, 2015, we had over 10,100 dedicated sales personnel, who cooperate closely with our
distributors and key accounts to jointly formulate and implement sales plans and help develop and
maintain our relationship with sub-distributors and retailers. We have a strong, loyal and experienced
sales management team, with our key group-level and subsidiary-level sales managers having an
average of 10 years of sales experience with us. Our sales teams and distributors also actively collect
market intelligence across various market segments to enhance our understanding of and ability to
respond to consumer demand. Our extensive distribution network is instrumental to our strong product
innovation, development and commercialization capability, as it enables our new products to reach
most of our points-of-sale across China within one month of launch.

We have established extensive coverage in China’s modern retail channel, primarily through our
extensive distributor base. To further enhance our brand image and control of our distribution network
as well as provide support to distributors in penetrating beyond the traditional trade channel, we have
continuously increased the number of our sales representatives covering these channels. We have also
started conducting more direct on-site marketing activities. In addition to our sales through
distributors, we established our key account team in 2012 to form direct collaborative relationships
with our key accounts, most of whom are leading food retailers in China. Working with our key
accounts allows us to obtain more first-hand feedback from retailers and customers about our products
and to adjust our product and marketing strategies accordingly. According to Frost & Sullivan,
distribution channels other than the traditional trade channel represented 49.9% of the total market
size of snack food and non-alcoholic beverage industry in 2014, and are expected to grow at a CAGR
of 14.0% from 2014 to 2019 to reach retail sales value of RMB1,257.9 billion in 2019. By working
closely with our distributors and our key accounts, we intend to continue to further increase the
proportion of our revenue generated outside the traditional trade channel and promote our products to
a wider customer base.

4. Strategically Located Nationwide Production Facilities with Standardized Production and
Management Systems

We have 16 strategically located production bases with 32 food- and beverage-related production
facilities throughout China, each within close proximity to our distributors, key accounts and
end-markets. Some of our food and beverage production facilities are also located close to our sources
for various types of raw materials. These strategic locations help us to reduce our time-to-market and
maintain low logistics expenses as a percentage of revenue, which was, for example, 2.2% in the year
ended December 31, 2014. This was lower than most of our peers in the industry, according to Frost
& Sullivan. These strategically located production facilities also enable us to obtain customer
feedback and information about local raw materials more quickly and easily, which assists us in
improving our products and controlling our costs.
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We produce all of our products in-house, using standardized production and management systems
that we have implemented group-wide. All of our production facilities use standardized production and
management systems established by our headquarters on functions such as raw materials procurement,
product formulation, processing, and quality control. These systems enable us to ensure that all of our
production processes adhere to our consistent quality and efficiency standards. We operate over 550
highly automated and technologically advanced production lines. Our continuous production process
enhancement and increasing automation will enable us to enhance our manufacturing efficiency. We
work closely with domestic and foreign equipment manufacturers to develop and implement
tailor-made production lines. We can promptly adjust our production volumes to changes in market
demand and raw material cost and leverage our cost advantages to offer products with better
value-for-money propositions compared to our competitors. During the Track Record Period, we
incurred a total of RMB3,206.1 million in capital expenditures, most of which was for expanding and
upgrading our production network, allowing us to strategically increase our food production capacity
to approximately 689,000 tons and our beverage production capacity to approximately 3,207,000 tons
as of December 31, 2014. Having taken these steps, we are now well positioned to capture
opportunities arising from the market growth and increasing demand for our products.

We employ stringent quality control practices to ensure adherence to high food safety standards.
We had over 1,200 quality control personnel as of June 30, 2015. We carefully select our raw material
suppliers based on stringent selection criteria. We have 18 testing centers operated in compliance with
Chinese national laboratory standards, using advanced testing equipment to conduct sample testing on
our raw materials and finished products and track our after-sales service through our extensive sales
and distribution network.

5. Effective Branding and Targeted Marketing Strategies to Achieve High Brand Recognition

Over the past 25 years, we have built our five core brands—Daliyuan, Copico, Haochidian,
Heqizheng and Hi-Tiger—into well-known household food and beverage brands in China. Our core
brands are widely recognized by consumers and have achieved leading market shares. For example,
our Hi-Tiger energy drink, launched in 2013, became a leading domestic energy drink brand with the
highest brand recognition in China in 2014, according to Frost & Sullivan. We believe our brand
recognition and the confidence consumers place in our brands have contributed to our rapid sales

increase.

For each of our brands, we can accurately identify the demand of our target consumer group and
formulate flexible and targeted marketing strategies that can immediately connect with consumers.
When launching a brand, we first elevate brand awareness by using tagline-type advertising campaigns
across multiple platforms combined with large-scale on-the-ground marketing activities, such as
promotional campaigns in retail stores. After launch, we continuously collect market intelligence
through our sales and distribution network to analyze consumer behavior and demand. We use this
information to innovate and upgrade our products and packaging to meet consumer preferences across
various distribution channels and further enhance brand loyalty. Our flagship brand, Daliyuan, fully
manifests the essence of this marketing strategy. In 2002, we launched our custard pies with the catchy
tagline “Daliyuan custard pies, for you and me, every family loves it” (“# fl| [El Z 5K » /KA TR A >
K HZ = %), which swiftly enhanced market recognition for our products. Over the past 13 years,
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our product portfolio under the Daliyuan brand, such as soft French bread, Swiss rolls, cakes and
croissants, have been continuously optimized in response to consumer demand and feedback, resulting
in the upgrading of this brand and the strengthening of our No. 1 position in the bread, cakes and

pastries market, according to Frost & Sullivan.

In addition to traditional television and outdoor advertising channels, we have also utilized other
advertising approaches to elevate our brand recognition among target consumer groups. For example,
in promoting our Hi-Tiger energy drink, which targets young consumers, we have increased the
recognition of our Hi-Tiger brand through our Chinese Basketball Association sponsorship using our
“Drink Hi-Tiger, refreshing and invigorating” (“M3%4% > #EHHIIES5") tagline. In addition, we
support our brands through publicity on various new media such as WeChat and Weibo.

6. Stable and Visionary Management Team with Strong Execution Capability

We have a proven, experienced management team committed to achieving our goals. Our
management team endeavors to achieve excellence in execution in every aspect of our business. This
pursuit of excellence, particularly in the areas of product innovation and promotion, operational
efficiency enhancement and customer loyalty maintenance, has contributed to our outstanding

performance.

The stability of our management team is evidenced by the majority of our key management
having served with us for over eight years. Through 20 years of consistent effort, we have nurtured
a strong culture of entrepreneurship, which encourages our management at all levels to strive for a
shared vision of corporate development. We consistently implement uniform standards across all of

our subsidiaries to maximize operating efficiency.

Under the visionary leadership of our founder, Mr. Xu Shihui, our senior management team has
consistently driven product innovation and formulated effective brand-building strategy to
continuously enhance our brand value. We have designed and implemented appropriate organizational
structures during different stages of our corporate development to support the efficient and continual
expansion of our manufacturing capabilities and our sales and distribution network. Our management
team has successfully transformed our Company from a regional, single-brand biscuit manufacturer
into a leading Chinese snack food and beverage company with a diversified multi-brand product
portfolio with sales of RMB14.9 billion in the year ended December 31, 2014, which stands as proof

of the effectiveness of our leadership.
OUR COMPETITIVE STRATEGIES

We will continue to build on our competitive strengths to solidify our leading position in China’s
snack food and non-alcoholic beverage market, and further expand our business to better serve
constantly evolving consumer demand. We believe our relentless pursuit of excellence will help us to
grow our market share in China and expand our business into selected overseas markets and create

value for our shareholders. To achieve this goal, we intend to implement the following strategies.
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1. Accelerate Growth of Core Brands and Products and Continue to Focus on New Products
Launches

We will continue to leverage our branding strengths and leadership positions to continuously
increase the market shares of our existing product categories. Our six Core Product Categories have
strong growth potential. We will continue to increase the penetration of our recently launched
products, including Hi-Tiger energy drinks, large-can Heqizheng herbal tea, Landy Castle Danish
butter cookies, Daliyuan croissants and Kaqu French fries to increase our market share. We will
continue to leverage our strong brands, optimize and enrich our product portfolio to upgrade our
product offerings, and better serve Chinese consumers’ increasing demand for healthier, tastier and
higher quality food and beverage products. Our deep and extensive nationwide sales and distribution
network and our strong execution capabilities support us in driving sales growth across our existing
product categories.

We will leverage our extensive experience to solidify our industry-leading positions, by creating
new products, entering new product categories and building new brands to capitalize on emerging
trends. We will continue to conduct comprehensive research on consumer tastes and preferences, both
in China and overseas, to anticipate changes in consumption trends. We will increase our research and
development efforts on the product attributes that are most valued by our consumers, including taste,
nutrition, food-safety and convenience. For example, in 2015, we have launched pork floss pies, nuts
pies, caramel cookies and children’s biscuits to tap into the fast-growing snack food market. We are
also exploring sports drink products to expand our beverage product portfolio.

2. Continue to Enhance Our Presence in the Modern Retail Channel, Further Consolidate Our
Traditional Trade Channel and Increase Our Sales Through Other Distribution Channels

We place substantial focus on penetrating China’s modern retail channel as we believe our
diversified and differentiated products are well positioned to capitalize on strong consumer demand
within this channel. Expansion in this channel also supports our strategy to promote more higher-end
products like Danish butter cookies and croissants to the mass market and further enhance our brand
equity. We will further expand our modern retail channel sales team, improve the promotional and
sales support to our products in the modern retail channel and increase our market share in this
channel.

We will further consolidate our distribution strength in China’s traditional trade channel, which
will remain as the primary distribution channel for snack food and non-alcoholic beverages, according
to Frost & Sullivan. We will continue to enhance our relationships with distributors by providing
comprehensive support and by offering distributors more new differentiated products to equip them in
penetrating this market. We will also strengthen our management and supervision of our distribution
network by implementing a more comprehensive information technology system to enhance
information sharing and increase our responsiveness to changes in consumer demand.

In addition, to complement our strength in traditional trade channel, we plan to increase our sales
through other distribution channels, including the catering, specialty and e-commerce channels. We
plan to offer differentiated products and/or products in different packaging formats for different sales
channels and regions to manage potential cross-channel competition issues. For the catering and
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specialty channels, we believe that our beverage products, including large-can Heqizheng herbal tea,
Hi-Tiger energy drink and Daliyuan peanut milk, are very suitable for these channels. We plan to enter
into direct cooperation agreements with operators in these channels to promote our products. We will
further develop the e-commerce channel through our operation of flagship stores and our cooperation

with major e-commerce websites and our online distributors.

3. Expand and Upgrade Our Manufacturing Network and Continue to Lower Costs and

Enhance Efficiency

We plan to further strengthen our leading position in China’s snack food and non-alcoholic
beverage industry by expanding our manufacturing network and upgrading our existing production
facilities. We will commence construction of our new food and beverage production base in Shenyang,
Liaoning province. We also plan to construct new production facilities to capitalize on increasing
demand for our products. These expansions will enable us to more effectively distribute our products
to markets around these regions, optimize our logistics expenses and gather more local market
intelligence to promptly react to changes in local demand. We also plan to introduce additional
automated production lines and further upgrade our production technology at existing facilities. These
expansions and upgrades will allow us to consistently deliver more high quality products and reduce

our manufacturing costs by optimizing our usage of labor, raw materials and packaging materials.

We will continue to standardize our operations across our segments to lower costs, increase
efficiency and ensure strict quality control. We intend to leverage our scale advantages to pursue more
centralized sourcing for key raw materials and packaging materials to optimize our overall
procurement costs. We will continue to closely monitor changes in raw material prices, and
communicate and negotiate with suppliers to reduce the impact of raw material price volatility on our
profit margins. We will also improve our information technology systems and increase our operational
efficiency in procurement, production planning, inventory management, sales, logistics and

administrative management, to effectively control our costs and enhance our profitability.

4. Seek Appropriate Strategic Acquisition and Business Cooperation Opportunities and Enter
International Markets

We will selectively pursue potential opportunities for acquisitions and business cooperation that
will help us to solidify our leading position in the overall food and beverage industry and further drive
our growth. These opportunities could include entering new product categories, enhancing our
production technology, increasing our research and development capabilities and expanding our sales
and distribution network. Furthermore, our strong management capabilities and proven track record
provide assurance for our successful completion and integration of acquisition and cooperation

opportunities.
While continuously reinforcing our market-leading position in China, we plan to further explore

selected overseas markets, such as Southeast Asia and other countries with concentrations of Chinese

consumers, to expand our sales in these countries and enhance our brand recognition overseas.
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OUR BRANDS AND PRODUCTS

We operate our business through two main segments: food products and beverage products. We
have a diversified multi-brand product portfolio and offer products in seven food and beverage
categories: bread, cakes and pastries; chips, fries and others; biscuits; herbal tea; plant-based and milk
beverages; energy drinks; and other beverage products. We market our products under five core
brands: Daliyuan, Copico, Haochidian, Heqizheng and Hi-Tiger. For the years ended December 31,
2012, 2013 and 2014 and the six months ended June 30, 2015, sales of our food products accounted
for 58.4%, 57.8%, 57.0% and 54.5% of our total revenue for these respective periods, while sales of
our beverage products accounted for 41.6%, 42.2%, 43.0% and 45.5% of our total revenue for these
same respective periods. Our diversified brand and product portfolios provide us with multiple growth
drivers across various attractive product categories, as demonstrated by our sales growth CAGR of
17.4% from 2012 to 2014.

We seek to differentiate from our competitors by continuously introducing new products.
Pursuing this strategy, we introduced 27 New Products that we sold in 2012, 2013 and 2014, of which
18 were food products and nine were beverage products. For each of the three years ended December
31,2012, 2013 and 2014, our sales of New Products contributed 54.6%, 25.6% and 33.5% of our total
revenue, respectively. We frequently introduce additional flavors of our existing products and launch
upgraded products to better cater to our consumer preferences and improve our product quality. We
typically launch three to five new products per year. We leverage our research and development and
marketing capabilities to promote sales of our new products, and they add new growth drivers to our
business. In 2015, we have introduced pork floss pies, nuts pies, caramel cookies, children’s biscuits
and a new bottled water product. As of the Latest Practicable Date, we had 16 food products and six

beverage products in our research and development pipeline.
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The following table sets forth our revenue by segment and product category for the periods

indicated:

Product Category

For the six months ended
For the year ended December 31, June 30,

2012 2013 2014 2014 2015

Food

Bread, Cakes and
Pastries ............

Chips, Fries and
Others ..............

Biscuits................
Segment Total .....

Beverage
Herbal Tea ...........
Plant-based
and Milk
Beverages.........
Energy Drink .......
Other Beverages .

% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue (million) revenue (million) revenue
(unaudited)

4,216 39.0 5,000 39.0 5,726 38.4 2,748 37.2 3,003 35.3

1,115 10.3 1,267 9.9 1,512 10.2 674 9.1 931 11.0
988 9.1 1,148 8.9 1,257 8.4 559 7.6 700 8.2

6,319 58.4 7,415 57.8 8,495 57.0 3,981 53.9 4,634 54.5

2,046 18.9 2,119 16.5 2,372 15.9 1,349 18.3 1,448 17.0

1,240 11.5 1,691 13.2 1,816 12.2 857 11.6 1,032 12.1
— — 394 3.1 794 5.3 490 6.6 637 7.5
1,207 11.2 1,208 9.4 1,417 9.6 711 9.6 754 8.9

4,493 41.6 5,412 42.2 6,399 43.0 3,407 46.1 3,871 45.5

10,812 100.0 12,827 100.0 14,894 100.0 7,388 100.0 8,504 100.0

The following table provides a summary of our key product launch milestones:

Year Key Product Launch
2002 o Bread, cakes and pastries under Daliyuan brand
2003 ° Chips, fries and others under Copico brand

2004 ° Biscuits under Haochidian brand

2007 o Ready-to-drink herbal tea under Heqizheng brand

Milk beverage under First Milk sub-brand
Mixed porridge under Daliyuan brand

Green plum green tea under Daliyuan brand
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Year Key Product Launch

2008 o Swiss rolls under Daliyuan brand

o PET-bottled herbal tea (600ml) under Heqizheng brand
2010 ° Peanut milk under Daliyuan brand

o Soft French bread and cakes under Daliyuan brand

o Crispy biscuits under Haochidian brand

2012 ° Aseptic pack peanut milk beverages under Daliyuan brand
2013 o Energy drinks under Hi-Tiger brand
2014 o Croissants under Daliyuan brand

o Kaqu French fries under Copico brand

° Danish butter cookies under Landy Castle sub-brand

° Large-can herbal tea (480ml) under Heqizheng brand

The following table provides selected information about our principal brands and products as of
June 30, 2015:

Unit retail

No. of price Typical
Brands and product range shelf life
Product Category Key Products Sub-Brands types" (RMB) (months)
Food
Bread, Cakes and Including pies, soft French Daliyuan 13 2.0-50.0 6
Pastries................. bread, Swiss rolls, croissants,
cakes, sachima
Chips, Fries and Including potato chips, French Copico 5 1.0-10.0 10
Others .......ccoeeenneee fries, potato rings, potato
bubbles
Biscuits.......ccoeennennen. Including crispy biscuits, nut  Haochidian, 17 1.0-108.0 10-18
biscuits, high-fiber biscuits, Landy
soda biscuits, multigrain Castle

biscuits, high calcium biscuits,
fruit jam sandwich biscuits,
Danish butter cookies
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Unit retail

No. of price Typical

Brands and product range shelf life

Product Category Key Products Sub-Brands types® (RMB) (months)
Beverage

Herbal Tea............... Ready-to-drink herbal tea Heqizheng 4 3.5-50.0 12-24

Plant-based and Including peanut milk, milk Daliyuan, 8 2.0-50.0 9-18

Milk Beverages..... beverage, rock candy peanut First Milk
composite milk protein drinks
Energy Drink ........... Energy drink Hi-Tiger 2 4.0-60.0 12-18
Others.....coceveeeneenne. Including green plum green Daliyuan 10 2.0-45.0 9-24

tea, ready-to-drink tea, mixed
porridge, drinking water, juices

Note:

(1)  For food products, a food product type does not include packaging or flavor changes of that food product; for beverage

products, a beverage product type includes upgraded packaging or a new flavor of a beverage product.

Product Innovation

New products that we have recently successfully launched include:

Product Innovation'? Results?

Soft French bread ° We launched soft French bread in 2010 e Since launch, this

after identifying Chinese consumers’ pioneering product has
preference for bread with softer solidified its leading
texture. Soft French bread is based on market position in small
our own formulation, and it is an bread market in China.

upgraded version of our existing small
bread products, but caters to unmet
consumer preference.

° Following the successful product
introduction, we added two new
flavors to our soft French bread, milk
and orange.
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Product

Innovation”

Results”

Energy drinks

Croissant

Large-can herbal tea e

Kaqu French fries

We launched our energy drinks under
the Hi-Tiger brand in 2013. This
product was launched in anticipation
of strong growth prospects for energy
drinks in China, driven by strong
demand, especially from young people,
workers with long hours such as
white-collar workers and drivers,
because of the product’s functional

value and trendy image.

We differentiated our Hi-Tiger energy
drinks from similar products by using
upgraded packaging (such as 380ml
PET-bottle), providing convenience

and better value-for-money.

We launched our individually packaged

croissants in 2014.

Prior to the roll-out of our croissants,
we conducted extensive market
research in China and overseas and
identified the potential market for
croissants in China. The expected
CAGR of the croissant market from

2014 to 2019 is 25.8%.

We launched our large-can (480ml)
herbal tea in 2014 to meet the
increased catering and family
consumption demand; this product
provides more attractive price
positioning on a per-ml basis as
compared to the products of our

competitors.

We launched Kaqu French fries in late
2014. This product uses smaller
packaging and competitive prices to
appeal to the preferences of young

Chinese consumers.
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Being the third-largest
energy drink brand in
China in 2014 within two
years of launch.

Our sales of Hi-Tiger
energy drinks reached
RMB793.3 million in the
year ended December 31,
2014 with year-on-year
sales growth of 101.4%.

Highest brand awareness
among domestic energy
drink brands.

We are the largest
packaged croissant brand
in China by retail sales
value in 2014, which
exceeded RMB250
million for the year ended
December 31, 2014.

As a pioneering producer
of large, two-piece can
herbal tea in China, we
achieved great success in
2014, with retail sales
value exceeding RMB800
million.

We tapped into this
fast-growing fries and
others market which is
expected to grow at a
CAGR of 17.2% from
2014 to 2019.
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Product Innovation® ResultsV
Danish butter ° We introduced our premium Danish ° The retail sales value of
cookies butter cookies under our Landy Castle this product exceeded
sub-brand in November 2014. RMB150 million for the
Leveraging our insights in consumer three months ended
tastes, we made delicate modifications March 31, 2015.

to the flavor of traditional Danish
butter cookies to target China’s
cookies market, which is expected to
grow at a CAGR of 16.6% from 2014
to 2019 and is the fastest growing
segment within the biscuit category.

Note:

(1)  Market rankings, brand awareness, retail sales value and expected market growth data from Frost & Sullivan.

We aim to further expand our food and beverage product offerings to enrich our portfolio. For
example, in 2015, we have introduced pork floss pies, nuts pies, caramel cookies, children’s biscuits
and a new bottled water product.

Food Products

Bread, Cakes and Pastries

We were China’s largest manufacturer of bread, cakes and pastries products in terms of retail
sales value, with a 21.9% market share in 2014, according to Frost & Sullivan. We were also China’s
largest manufacturer across the pies, small bread, Swiss rolls, cakes and packaged croissants markets
by retail sales value in 2014, according to Frost & Sullivan. We market our bread, cakes and pastries
products under our Daliyuan brand, targeting family consumers, and we strive to be Chinese
consumers’ top choice for breakfast and casual snacks. We offer a wide range of products including
custard pies, chocolate pies, soft French bread, mini French bread, Swiss rolls, cakes, croissants,
sachima, Chinese pies and others.

We first entered the bread, cakes and pastries market in 2002 and were one of the pioneers in
launching branded pie products in China. Building on our growing brand recognition and leveraging
our manufacturing expertise, we introduced additional quality westernized baked goods adapted to
local consumers’ tastes, including mini French bread, Swiss rolls and cakes in 2006, 2008 and 2010,
respectively. We maintained our leadership position in China’s bread, cakes and pastries market
through continuous product innovation. In 2010, we launched our self-developed soft French bread
products, which are an upgraded version of our mini-French bread product with softer texture. These
successful new product launches helped strengthen our brand equity and facilitated our efforts to
introduce more higher-end products catering to consumer preferences. In 2014, we introduced
packaged croissants products to the mass market.
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Bread, cakes and pastries have consistently been our largest product category, contributing
39.0%, 39.0%, 38.4% and 35.3% of our total revenue for the years ended December 31, 2012, 2013
and 2014 and the six months ended June 30, 2015, respectively.

Chips, Fries and Others

We were the third-largest manufacturer in China’s potato snacks market in terms of retail sales
value with a 15.1% market share in 2014, according to Frost & Sullivan. We offer a diverse range of
products in this category, including potato chips, French fries, potato bubbles and potato rings.

We launched our chips, fries and others product category in 2003 under our Copico brand, and
we have sought to establish a trendy product image targeting young consumers in China’s mass
market. We have continuously improved our chips, fries and others product offerings by introducing
new flavors, such as spicy, kimchi, barbecue, beefsteak, mustard and tomato. We have also introduced
new types of products, such as French fries that use smaller packaging and competitive prices, to
appeal to the preferences of young Chinese consumers. We launched Kaqu French fries in 2014 to
target the fast-growing fries and others market, which is expected to grow at a CAGR of 17.2% from
2014 to 2019, according to Frost & Sullivan. Our Copico brand was awarded “China Famous
Trademark” (“* [ 5l 4% B H%E”) by the State Administration for Industry & Commerce (Bl % LR1TIEL
BHLAE) in 2011.

Our chips, fries and others product category contributed 10.3%, 9.9%, 10.2% and 11.0% of our
total revenue for the years ended December 31, 2012, 2013 and 2014 and the six months ended June
30, 2015, respectively.

Biscuits

We were China’s second-largest biscuit manufacturer and largest plain biscuit manufacturer in
terms of retail sales value in 2014, according to Frost & Sullivan. We currently offer 14 types of
biscuit products, including crispy biscuits, high-fiber biscuits, nut biscuits, multigrain biscuits, soda
biscuits, fruit jam sandwich biscuits, egg rolls and chocolate bars under our Haochidian brand, and
Danish butter cookies under our Landy Castle sub-brand.

Our Group was established and first entered the biscuit market in 1989, and we launched our
Haochidian biscuit brand in 2004. Our high-fiber biscuit products were awarded “Nutritious and
Healthy Product” designation (“/& % fi i TF2 ") by the Chinese Nutrition Society (' [H& # £ @)
in 2004. Over the years, we have continuously launched new flavors and new biscuit products in a
range of packages to capture higher market share. In 2014, we launched our high-end Danish butter
cookies to tap into this fast-growing cookies segment, which is expected to grow at a CAGR of 16.6%
from 2014 to 2019, according to Frost & Sullivan. In 2015, we further launched caramel cookies and
children’s biscuits to branch into the biscuit snacks market, which had a total market size of RMB11.2
billion in 2014, and is expected to grow at a CAGR of 13.6% from 2014 to 2019, according to Frost
& Sullivan.

Our biscuit products contributed 9.1%, 8.9%, 8.4% and 8.2% of our total revenue for the years
ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015, respectively.
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Beverage Products

Utilizing our strong market leadership and well-established distribution network for our food
products, we entered China’s non-alcoholic beverage market in 2007 and have positioned ourselves as
a fast-growing and diversified food and beverage producer. We currently offer a wide range of
beverage products in various packaging sizes, including PET bottles (350ml, 380ml, 500ml, 550ml,
600ml and 1.5L), cans (240ml, 250ml, 310ml, 360ml and 480ml) and aseptic pack (250ml). In 2007,
we launched our ready-to-drink herbal tea under Heqizheng brand, milk beverage under First Milk
sub-brand and other ready-to-drink tea products under Daliyuan brand. We expanded to plant-based
beverage products by launching peanut milk under Daliyuan brand in 2010. In 2013, we launched our
energy drinks under the Hi-Tiger brand to capitalize on the robust growth prospects for China’s energy
drinks market and became the third-largest producer in this market in 2014, according to Frost &
Sullivan.

Herbal Tea

We were China’s third-largest ready-to-drink herbal tea manufacturer and the largest PET-bottled
herbal tea manufacturer in terms of retail sales value in 2014, according to Frost & Sullivan. We
produce and market herbal tea products under the Heqizheng brand in various packaging sizes. Our
strong brand and product portfolio well-position us to capitalize on the strong industry growth
prospects for this market, which is expected to increase from RMB50.9 billion in 2014 to RMB104.3
billion in 2019, with a CAGR of 15.4%, according to Frost & Sullivan.

In 2007, we launched our Heqizheng herbal tea products using the marketing tagline “Heqizheng
herbal tea-clearing heat, raising vitality” (“FIHIE 52 > & KH > FILH”) to highlight the products’
nutritional value. In 2008, we pioneered the introduction of PET-bottled herbal tea (1.5L, 600ml),
which is more portable and offers greater value-for-money to consumers compared to 310ml canned
herbal tea products. In 2014, we launched our large-can herbal tea (480ml) products to meet the
demands for catering and family consumption. These products provide more attractive price
positioning on a per-ml basis as compared to the products of our competitors. Our production
technology allows us to control our manufacturing costs and offer consumers large-can herbal tea at
competitive prices. Our marketing tagline of “Heqizheng, more fun with large-can” (“FfIHIE » K
BB also successfully conveys this value proposition to our consumers. We aim to further expand
distribution of our PET-bottled herbal tea in the traditional and modern retail channels and large-can
herbal tea through the catering channel.

Sales of our herbal tea products contributed 18.9%, 16.5%, 15.9% and 17.0% of our total revenue
for the years ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015,
respectively.

Plant-based and Milk Beverages
We target the plant-based and milk beverage market by offering peanut milk products under the
Daliyuan brand, including original flavored peanut milk and walnut-flavored peanut milk; and milk

beverage under the First Milk sub-brand such as original-flavored milk beverage and
honeydew-flavored milk beverage.
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We launched our milk beverage products in 2007. We entered the plant-based beverage market
with the launch of PET-bottled peanut milk products in 2010. We subsequently introduced this product
in aseptic pack in 2012. Our strong distribution network has enabled us to capture the enormous
growth opportunity in China’s plant-based beverage market, which was galvanized by consumers’
increasing health awareness. Revenue from our peanut milk products grew by a CAGR of 31.5% from
RMB874 million in 2012 to RMB1,512 million in 2014, and this made us China’s second-largest

plant-based dairy beverage manufacturer by retail sales value in 2014, according to Frost & Sullivan.

Sales of our plant-based and milk beverage products contributed 11.5%, 13.2%, 12.2% and
12.1% of our total revenue for the years ended December 31, 2012, 2013 and 2014 and the six months
ended June 30, 2015, respectively. Within this product category, sales of our peanut milk products
contributed 7.2%, 9.4%, 9.6% and 10.0% of our total revenue for the years ended December 31, 2012,
2013 and 2014 and the six months ended June 30, 2015, respectively.

Energy Drinks

In 2013, we introduced our energy drink products under the Hi-Tiger brand, driven by strong
demand, especially from young consumers, workers with long hours, such as white-collar workers, and
drivers. We have built strong brand recognition for our Hi-Tiger products through nationwide
marketing using the tagline “Drink Hi-Tiger, refreshing and invigorating” (W44 % » 2 #H1$15%%5) and
our sponsorship arrangement with the Chinese Basketball Association. To differentiate our products
from those of the existing market-leader, we launched PET-bottled energy drink products with a focus

on convenience. We currently offer our energy drink products in 380ml PET bottles and 250ml cans.

We focus on penetrating the traditional trade and modern retail channels, where we can take
advantage of our rapid product-replenishment capabilities and benefit from our innovative PET bottle
design that appeals to consumers who value convenience. We also benefit from our 250ml can, which
has a pricing advantage over the market leader, to target the modern retail and specialty channels,
including gas stations. Following this strategy, our sales reached RMB793.3 million in the year ended
December 31, 2014, with 101.4% of year-on-year sales growth.

Our Hi-Tiger energy drinks have completed the CFDA’s certification process and obtained the
“Certificate of Health Food” (fff# & &t 2), which permits us to use the “Health Food” mark
(PRI S HEEE) on our Hi-Tiger energy drink products. The facilities of our Food and Beverage
Subsidiaries have also attained the “Production License for Health Foods” ({f&E & A & 7 r #5)
from the local branches of CFDA for the production of our energy drink products.

Our energy drink products contributed 3.1%, 5.3% and 7.5% of our total revenue for the years
ended December 31, 2013 and 2014 and the six months ended June 30, 2015, respectively.
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Other Beverages
As part of our beverage product portfolio, we also offer the following beverage products:

° Mixed Porridge: including low-sugar longan mixed porridge, red jujube and longan mixed
porridge, longan and lotus seed mixed porridge, silver ear fungus and lotus seed mixed
porridge, black glutinous rice congee with purple sweet potato, corn congee with lotus
seeds and red bean congee with coix seeds;

° Ready-to-drink tea: including green plum green tea, honey green tea and ice tea;
° Bottled Water: including purified water; and
° Juices: including orange juice.

Our other beverage products contributed 11.2%, 9.4%, 9.6% and 8.9% of our total revenue for
the years ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015,
respectively. We are committed to offering an innovative product profile to meet the evolving demands
of our consumers, expand our product portfolio and strengthen our market position.

OUR GEOGRAPHICAL COVERAGE

The map below shows the geographic distribution of our food and beverage production facilities,
and our sales and distribution network as of June 30, 2015:

Heilongjiang
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*  Including potato powder production business

**  Including packaging material business
**% Including planned food and beverage production facilities
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SALES AND DISTRIBUTION NETWORK

We have an extensive nationwide sales and distribution network that deeply penetrates the
Chinese market from urban downtown areas of the largest cities to counties, townships and villages
across all of China’s provinces. Our snack food and non-alcoholic beverage products are typically sold
to distributors, key accounts and e-commerce consumers in four sales channels: traditional trade
channel, modern retail channel, specialty channel and e-commerce channel. In addition, our beverage
products are sold through the catering channel, which includes restaurants, hotels, bars and pubs. We
use distributors to market our products through the traditional trade channel, modern retail channel,
specialty channel, catering channel and e-commerce channel, and we also sell our products directly
to our key accounts that operate in the modern retail channel, and through e-commerce websites to
consumers. Our network has particular strength in the traditional trade channel, which constituted the
majority of the retail sales value of China’s packaged snack food and non-alcoholic beverage market
in 2014, according to Frost & Sullivan. We increasingly focus on penetrating the modern retail,
catering, specialty and e-commerce channels. The chart below illustrates the structure of our channel

strategy:
— Distributors
The C v \ 4 A v 4
e Company | | Modern Retail E-commerce Trajc!itz'c(l)nal Catering Specialty
Channel Channel C h};zinee / Channel Channel
A ¥

We manage our sales and distribution network from our headquarters in Hui’an, Fujian province
by supervising the operations of our subsidiaries, which are strategically located across China. Our
dedicated sales team at our headquarters is responsible for strategic matters such as establishing sales
plans, developing strategies for the introduction of new products, expansion of our distribution
network, approval of new distributors and termination of existing distributors, management of key
accounts and channels, and overseeing sales teams and our subsidiaries. The sales teams in our 17
Food and Beverage Subsidiaries are responsible for day-to-day operations including distributors and
key accounts management, marketing support, inventory management and information collection. As
of June 30, 2015, we had 17 Food and Beverage Subsidiaries to support our distribution network,
staffed with a team of over 10,100 dedicated sales personnel. In addition to our own sales personnel,
our 3,951 distributors engage their own sales representatives to monitor the sub-distributors, retailers
and points-of-sale selling our products. Our sales team consists of our executive vice-president, sales
directors, general managers, head of key accounts division, sales managers, city managers,
sales-in-charge and sales representatives.

Our executive vice-president, sales directors, general managers and head of key accounts
division are primarily responsible for the formulation of our overall sales and distribution strategy at
the headquarters and subsidiary levels, as well as for the management of our sales activities. The rest
of our sales team is primarily responsible for daily communications with distributors, visiting
points-of-sale, and collecting first-hand market information such as customer inventory levels.
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Our sales-in-charge and sales representatives work closely with our distributors and provide
sales assistance to help them promote our products. We plan to divide our sales team that supports our
distributors into a traditional trade channel team and a modern/catering/specialty channels team. This
segmentation will allow us to formulate and implement more tailor-made strategies to penetrate
specific channels and enhance our overall brand image. This will align with our product strategy, and
allow us to target a wide customer base. In addition, our sales representatives will continue to help
conduct sales and marketing activities at the points-of-sale to further penetrate the modern retail
channel.

Our Customers

Consistent with market practice in our industry, our customers are primarily distributors and key
accounts, who distribute our products throughout China. We also sell our products directly to
consumers through the e-commerce channel. Approximately 97.3% of our products were sold through
our distributors in 2014 while we sold the remainder directly to key accounts and through the
e-commerce channel.

The table below sets forth the breakdown of our sales by customer type for the periods indicated:

For the six months

For the year ended December 31, CAGR ended June 30,
2012-
Customer type 2012 2013 2014 2014 2014 2015
% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue % (million) revenue (million) revenue
(unaudited)
Distributors....... 10,690 98.9 12,575 98.0 14,487 97.3 16.4 7,194 97.4 8,186 96.3
Key
Accounts‘? ... 107 1.0 245 1.9 388 2.6 90.6 191 2.6 298 3.5
E-commerce
and Others®. 15 0.1 7 0.1 19 0.1 10.4 3 0.0 20 0.2
Total................. 10,812 100.0 12,827 100.0 14,894 100.0 17.4 7,388 100.0 8,504 100.0
Note

(1) Primarily includes operators of hypermarkets, supermarkets and convenience stores that we sell our products directly to.
(2)  Primarily includes e-commerce. This also includes our revenue from exports of our products beginning in the second
quarter of 2015.

For the years ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015,
our sales to our five largest customers accounted for 2.0%, 2.1%, 2.5% and 2.4% of our total revenue,
respectively, and our sales to our largest customer accounted for 0.5%, 0.5%, 0.7% and 0.6% of our
total revenue, respectively. All of our five largest customers during the Track Record Period were
independent third parties. None of our Directors, their respective associates or Shareholders who own
five per cent or more of the total issued Shares had an interest in any of our five largest customers
during the Track Record Period.

— 145 —



BUSINESS

Our centralized sales and distribution management process allows us to effectively monitor our
sales channels from our headquarters. We enter into standardized distribution agreements with our
distributors and implement standardized procedures for the collection and handling of customer and
consumer feedback. We believe our well-established and effectively managed distribution network, as
well as strong relationships with our distributors and key accounts, will continue to support our ability
to successfully market and deliver our products to consumers.

DISTRIBUTORS

We primarily sell our products through our vast network of distributors, who sell our products
to sub-distributors and retailers, serving points-of-sale across China. As of June 30, 2015, we had
3,951 distributors and a sales network covering all provinces, cities and most county-level divisions.
We leverage our distributors’ established access to local markets across China to reach consumers in
the traditional trade, modern retail, catering and specialty channels and consistently expand the
breadth and depth of our market presence.

We have maintained long-term business relationships with our distributors and most of our
distributors have more than five years of cooperation with us. Our development and maintenance of
a stable distribution network is supported by various factors, such as (i) the exclusivity granted to each
distributor by designated geographical region, which helps to avoid cannibalization among
distributors, (ii) our diversified and differentiated snack food and beverage product offerings, (iii) our
strong brand equity, (iv) our comprehensive support, and (v) a competitive pricing strategy.

The following table sets forth the changes in the number of our distributors as of the dates

indicated:
As of
As of December 31, June 30,
Distributors 2012 2013 2014 2015
As of the beginning of the period ............ 3,467 3,587 3,706 3,715
Additions of new distributors................... 436 324 351 358
Terminations of distributors ..................... 316 205 342 122
Net increase in distributors ...................... 120 119 9 236
As of period-end ..........cooiiiiiiiiiiii 3,587 3,706 3,715 3,951

During the Track Record Period, our additions of new distributors primarily reflected (i) an
increase in the number of distributors targeting specific channels or products that were the focus of
our sales and marketing efforts, (ii) further penetration of the market, and (iii) our expanding sales and
market shares in China. Our terminations of distributors primarily reflected subpar performance, and
a consolidation trend among distributors.

Distributor Management

We select our distributors in each region based on factors including their business qualifications
and marketing capabilities. These factors include reputation, breadth and quality of sales network,
number of personnel, and logistics and transport capabilities. We use a standardized distribution
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agreement for all of our distributors. This helps us to efficiently manage our distributors and ensure
an orderly market for our products. We also closely monitor the performance of our distributors. For
example, we continuously optimize our sales strategy to adapt to changing market dynamics based on
market intelligence collected by our sales representives and then provide guidelines to our distributors
accordingly. We also require our city managers and sales-in-charge to regularly communicate with our
distributors and regularly inspect their sales plans and inventory levels. As part of our distributor
monitoring, we require our distributors to provide us with monthly sales reports, which help us to
analyze the market environment and in turn to provide better guidance to our distributors. We usually
establish sales targets in our distribution agreements that are negotiated and determined with reference
to various factors including past performance, market conditions and our annual sales targets. We set
the prices at which we offer our products to our distributors based on factors such as our marketing
strategies and the types of products they are purchasing from us. We previously offered products to
our distributors at favorable prices as part of our marketing strategy. Beginning from late 2014, we
adjusted our pricing and marketing strategies to conduct more marketing campaigns to strengthen our
sales channels and we increased the average selling prices at which we sell our products to our

distributors.

In addition to providing sales and marketing support to our distributors, our sales personnel
conduct regular inspections of our distributors and points-of-sale to monitor their sales, selling prices,
storage conditions, logistics facilities, staff quality, quality control and inventory levels. They also
ensure that our products are distributed within the agreed geographical regions, monitor the number
of distributors in a given area and keep track of potential competition among distributors. Through
these activities, we ensure that our distributors are complying with the terms and conditions of their
distribution agreements. If we discover non-compliance issues, we inform the relevant distributor and
request the distributor to cease the non-compliant activities within a specified period of time. Our
distributors are also liable for breaches of their distribution agreements, and they are required to
indemnify us for relevant breaches. We can terminate our distributors if they breach material
provisions stipulated in the agreements.

We also closely monitor our distributors’ performance, including by requiring them to provide
us with their inventory levels every month and we perform checks of inventory records using our sales
personnel. If we notice that our distributors have excessive inventories or if their sales volumes drop
significantly, we will inquire into the situation and may initiate marketing and promotional events
when necessary. Our sales personnel also assist our distributors with their sales and marketing efforts.
We believe this assistance helps us to nurture mutually beneficial and long-term relationships with our
distributors. These procedures, combined with our requirement for most distributors to pay us on a
payment-before-delivery or payment-on-delivery basis and our “no return or exchange unless
defective” policies, help ensure that our sales to distributors reflect genuine market demand and

mitigate the risk of inventory accumulation in the distribution channels.

For further details regarding our credit control and product returns and warranties, please refer
to the sections headed “—Sales and Distribution Network—Distributors—Key Terms of Distribution
Agreements” and “—~Quality Control and Food Safety—Product Returns, Warranties, Consumer
Feedback and Product Recall”, respectively, in this prospectus. We are not aware of any material
accumulation of stock by our distributors during the Track Record Period.
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We regularly evaluate the performance of our distributors, based primarily on the following

factors:
° maintenance of creditworthiness;
° operating status and level of industry knowledge;
° quality of internal management;
° development and expansion of distribution networks;

° improvement in warehousing facilities and delivery capabilities;

° improvement in operating and business management capabilities;

° management of customer relationship; and

° improvement in overall sales performance.

We normally renew the relevant distribution agreements with the distributors who pass our

performance evaluation.

Relationships with Distributors

We have a seller-buyer relationship with our distributors. We retain no ownership over the
products that we sell to them, and all significant risks and rewards associated with these products are
transferred to them upon delivery to and acceptance by them. Our distributors on-sell our products to

both sub-distributors and to various points-of-sale, where the products are sold to consumers.

During the Track Record Period, our sales to most of our distributors were made on a
payment-before-delivery or payment-upon-delivery basis, and we typically granted credit terms of not
more than 30 days after the date of delivery of our products to certain of our distributors. We granted
credit terms primarily to those distributors that made relatively large purchases from us and that had
relatively large business scale and good credit records. Beginning from late 2014, we granted credit
terms of not more than 30 days to significantly more distributors; we did this to further develop our
distribution network. Our distributors generally place orders with our local subsidiaries. Our Food and
Beverage Subsidiaries allocate orders to our relevant production facilities, which usually deliver the
ordered goods to our distributors’ designated delivery locations within one to three days using our
logistics service providers. The distributors conduct inspections of the delivered products, and
typically notify us of quality defects after delivery. The distributors can only return products to us if
they are defective. Please see the paragraph headed “—Quality Control and Food Safety—Product
Returns, Warranties, Consumer Feedback and Product Recall” in this section for further details about

our product return policy.
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To the best knowledge of our Directors, all of our distributors were independent third parties, and
none of our distributors was wholly-owned or majority controlled by our current or ex-employees
during the Track Record Period. To the best knowledge of our Directors, our distributors are primarily
engaged in the business of distributing food and beverage products in China. During the Track Record
Period, we did not provide financing to any of our distributors except for credit terms we granted to
certain distributors for their purchases of products from us. See “Financial Information—Liquidity
and Capital Resources—Trade Receivables” for more information. During the Track Record Period,
our sales to our five largest customers, all of which are distributors, accounted for less than 3.0% of

our total revenue in the respective periods.

Key Terms of Distribution Agreements

We generally enter into annual distribution agreements with our distributors. These agreements
specify a variety of terms including the distribution area, distribution channels, pricing policies and
sales performance targets. To streamline our management and evaluation of distributors, we use a
standardized distribution agreement. The key terms of our standardized distribution agreement

include:
° Duration: One year.
° Minimum Purchase Requirement: None.

° Designated Distribution Area: Distributors and their sub-distributors are not allowed to sell
or resell our products outside of their designated distribution areas. Distributors are
responsible for managing their sub-distributors and retailers. Non-compliance may result in
penalties, and in severe cases, cancellation of marketing support or termination of the

distribution agreement.

° Exclusivity: Distributors are granted the exclusive distributorship in their designated area

unless they breach the terms of the distribution agreement.
° Sales Target and Incentive Scheme: Distributors are incentivized to achieve or exceed sales
targets during a term stipulated in the agreement. The specific incentive is determined by

us. The incentive scheme may be canceled if a distributor fails to meet the sales target.

° Pricing Policy: We have the right to adjust the prices at which we sell products to our

distributors and our recommended retail prices based on market conditions.

° Resale Price Management: Distributors are required to use their best commercial efforts to

resell our products at prices that are consistent with our recommended retail price.

° Transportation Costs: We are responsible for the delivery costs, if we are obligated to

deliver our products to a distributor’s designated delivery location.
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° Access to Information: Distributors are required to provide sales reports to us on a monthly
basis or upon request. These sales reports include a list of key customers of the previous
month, sales volumes and inventory levels. We are permitted to check inventory levels upon
reasonable notice.

° Credit Terms: Payment before or upon delivery, unless otherwise approved by us.

° Storage Condition: Distributors are required to store our products in accordance with
specified conditions.

° Return or Exchange of Products: Distributors are not allowed to return or exchange
products except for defective products. We do not accept return of non-defective unsold or
expired products.

° Non-Competition Undertaking: Distributors undertake not to sell any products similar to
our products or any counterfeits of our products.

° Confidentiality: Distributors undertake not to disclose any of our trade secrets or business
information to any third party.

° Termination: The distribution agreements are terminable by either party if the other party
fails to perform any of its obligations under the distribution agreement and fails to rectify
that breach within a prescribed time-period. Distribution agreements are also terminable by
mutual agreement of both parties.

We believe that our standardized distribution agreements enable us to sufficiently incentivize the
distributors to actively market and sell our products and provide us with sufficient controls over the
distribution network to ensure an orderly market for our products.

Sub-Distributors

We do not have direct contractual relationships with the sub-distributors that are used by some
of our distributors. Sub-distributors are typically used when one of our distributors is unable to
directly cover particular counties or villages within its designated distribution area. To the best
knowledge of our Directors, a majority of the sub-distributors of our distributors are primarily
engaged in the business of distributing food and/or beverage products at a regional scale in China. We
delegate to our distributors the authority to choose their sub-distributors and negotiate the transaction
terms directly with them, and we rely on our distributors to limit their sub-distributors’ activities
within the distributor’s designated distribution territory. We do, however, monitor the inventory
information of sub-distributors and points-of-sale by conducting site visits and reviewing sales reports
from our distributors. Under our standardized distribution agreement, our distributors are responsible
for managing their sub-distributors including limiting them to resell our products within the
designated distribution areas. They are also required to provide sales reports to us on a monthly basis
or upon request that specify their key customers, including sub-distributors, their purchase volumes
and inventory information. In addition, we have adopted measures to ensure that sub-distributors
operate in line with our overall sales and distribution strategy. These measures include our sales
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personnel from time to time visiting sub-distributors and points-of-sale, communicating with them,
and collecting feedback and information from sub-distributors. If we become aware of any
non-compliance or misconduct of a sub-distributor, we will notify the relevant distributor and
sub-distributor accordingly and request them to take rectification and improvement measures. In case
that any sub-distributor’s activity disrupts the market of our products, we are entitled to terminate the
distribution agreement with the relevant distributor in accordance with the distribution agreement.

Through site visits to our distributors, sub-distributors and points-of-sale by our sales personnel
and implementation of internal policies and measures described above, nothing has caused our
Directors to believe that the significant increase in our revenue during the Track Record Period was

due to the accumulation of inventories at the distributors and/or sub-distributors.

Key Accounts

As our business operations have grown, we have established direct partnerships with our key
accounts, primarily leading national and regional hypermarket, supermarket and convenience store
operators, such as Yonghui and CR Vanguard. In these relationships, we sell our products directly to
the key accounts rather than through distributors. We believe that our key account relationships help

us to strengthen our market position and enhance our brand image.

As of June 30, 2015, we had 34 key accounts. Our key account team of approximately 400
employees covers our key accounts. These employees collaborate directly with these leading national
and regional hypermarket, supermarket and convenience store operators to develop sales plans and
monitor sales performance, provide on-site support for product promotion and gather first-hand
feedback to facilitate our product development and marketing. Leveraging our diversified product
portfolio and brand equity as well as consumer loyalty, we intend to continue to develop and expand
our sales to key accounts. During the years ended December 31, 2012, 2013 and 2014 and the six
months ended June 30, 2015, we generated revenue of RMBI106.7 million, RMB245.1 million,
RMB387.6 million and RMB298.0 million through direct sales to our key accounts, respectively.

Our key accounts team communicates regularly with our key accounts to understand and address
their needs. We consider our key accounts to be our strategic partners. We believe that our partnerships
with them provide us with opportunities to further enhance these strategic relationships and leverage
their extensive sales networks to effectively penetrate the modern retail channel. Furthermore, we
believe our key account relationships provide us with a platform to promote and launch new products
and enable us to access consumer feedback more efficiently. We believe that our diversified portfolio
mix, wide and differentiated product portfolio and our brand equity help us to gain favorable terms

in our negotiations with key accounts.

Our key accounts with nationwide coverage generally place orders with our headquarters and
those with regional coverage with the relevant Food and Beverage Subsidiaries. Orders from key
accounts are processed by our sales team, and our headquarters or the relevant subsidiary allocates
orders to the relevant production facilities. Ordered goods are usually delivered to our key accounts’

designated delivery locations within one to three days by our third-party logistics service providers.
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We generally enter into annual sales agreements with our key accounts and typically grant them
credit terms of 30 to 90 days starting from the date of product delivery. Our key accounts can return
defective products, and, unlike our distributors, they are also generally allowed to return expired or
unsalable products. We do not impose minimum purchase requirements on our key accounts. We pay
them fees for promoting our products, and those payments are made in respect of expenses such as
product displays, advertisement printing, promotional campaigns and the engagement of temporary
salespeople. We also offer our key accounts discounts for relatively large purchases and, if they meet
certain sales targets, we provide rebates to them. These rebates are negotiated and determined by
reference to various criteria such as past performance and market conditions. Our revenue is reported
net of these rebates. Our key account sales contracts can be terminated by either party after giving the
other party advanced written notice for a time-period stipulated in the sales contract, or be
immediately terminated by a party under specified circumstances such as a serious breach of contract
terms by the other party.

E-commerce Channel

We started operating flagship “stores” on major e-commerce websites such as Yihaodian, in April
2014. We also sell our products to major e-commerce operators and online distributors. We intend to
promote more of our products online to cater to the changing consumption patterns of consumers in
China. As of June 30, 2015, we had a team of 20 employees dedicated to covering the e-commerce
channel.

We will adopt more innovative sales, branding and marketing strategies tailored to the
e-commerce channel to develop closer connection with consumers, especially young consumers.

Export to Overseas Markets

We believe there is significant growth potential for us in the overseas markets, especially in
countries that share similar consumer tastes with China and are expected to enjoy growth in per capita
disposable income, urbanization, modern retailer penetration and per capita consumption of snack
food and beverages. We plan to further explore selected overseas markets, such as Southeast Asia and
other countries with concentrations of Chinese consumers. We started exporting our products to North
America in the second quarter of 2015. We will continuously assess potential acquisition or
collaboration opportunities that could further help us to branch into new product categories, enhance
our manufacturing know-how, strengthen our product development capabilities and expand our
distribution network.

Pricing Policy

In determining our pricing strategies, we take into account a variety of factors, such as the
demand and supply of our products, anticipated market trends, costs of raw materials and packaging
materials, production costs, product categories, retail prices of our competitors’ products, spending
patterns of our target consumers, historical sales data, and the expected profit margins for us and our
distributors and key accounts. We review and adjust our product prices periodically based on these
factors and other general market conditions.
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Generally, we set recommended nationwide retail prices for our products, which are subject to
minor adjustments reflecting the local competitive environment. As stipulated in our standardized
distribution agreement, our distributors must use their best commercial efforts to resell our products
at prices that are consistent with our recommended nationwide retail prices. Our key accounts are not
contractually required to resell our products at our recommended retail prices, but they generally do
so in line with the industry practice. Our sales personnel frequently inspect our distributors and their
sub-distributors and our key accounts to monitor whether our products are being sold in accordance
with our recommended retail prices. Please see the paragraph headed “—Our Brands and Products” in
this section for details of the recommended nationwide retail price range for each category of our
products.

BRANDING AND MARKETING

Since 2002, we have adopted a multi-brand strategy to target a broad range of consumer groups
and product categories. We focus on developing different brands for various product categories
targeting different consumer segments. Applying this strategy, we have successfully promoted
Daliyuan for our bread, cakes and pastries products and our plant-based and milk beverages, Copico
for our chips, fries and others products, Haochidian for our biscuit, Heqizheng for our herbal tea
products and Hi-Tiger for our energy drinks. We also use the following catchy advertisement taglines
to attract our consumers:

Brand Key Advertisement Taglines
Daliyuan Family togetherness, with Daliyuan (% & [&] 8] % £ &)
Copico Every happy moment, my Copico (PR%E&%5—%] > AT AT L)

Haochidian Haochidian, if delicious, then eat more (¥fF"Z %25 > UMK 5EZ 12 Bh)
Heqizheng Hegqizheng, more fun with bottle packaging (Fl1HIE » Jffi & 57 55 Bl
Heqizheng, more fun with large can (%D,H\IE N L
Heqizheng herbal tea—clearing heat, raising vitality (FIFIEEZ » & AR > TFILR)

Hi-Tiger Drink Hi-Tiger, refreshing and invigorating, bringing positive energy ("84%/% » &4
PURESS - WO IERER)

To enhance the recognition and marketability of our products, we deploy multi-dimensional
marketing strategies. We promote our products and brands through different channels, including
billboards, television, websites and social media as well as through our sponsorship of events such as
sports games. We plan to increase our focus on new media such as WeChat and Weibo. We have
long-term relationships with various television platforms, and we leverage these relationships with our
advertising purchases across our broad product portfolio to negotiate favorable terms in pricing and
placement of our television advertisements. In addition to marketing through nationwide satellite
television platforms, we also plan to increase our use of regional media outlets within the traditional
media to cater to target consumer groups in lower-tier cities. To support our new product launches and
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to quickly gain brand recognition, we selectively enter into strategic sponsorships that closely
associate with our brand identity. For example, we have been working under a strategic co-operation
agreement with the Chinese Basketball Association since 2013 to promote our Hi-Tiger energy drinks
brand. We believe that our multi-dimensional strategy, which combines traditional media and new
media with different focuses, can effectively promote our products to specific target consumer groups.

We undertake advertising and promotional campaigns to enhance the visibility and marketability
of our products and to promote our brand recognition. We typically launch advertising and
promotional campaigns to support new product launches. Our advertising and promotional activities
primarily consist of advertising campaigns on television channels, Internet, billboards and other print
media. We also conduct on-site promotions at points-of-sale, such as supermarkets and gas stations,
and directly to consumers, such as teenagers at schools, and we participate in domestic and
international industry trade shows. We collaborate with retailers to increase the awareness of our
brands and products by installing on-site displays featuring our logos and products during Chinese
festival seasons and other special occasions when on-site traffic is at its peak. These activities align
with our strategy to further penetrate the modern retail channel and also allow us to exert more control
over our distribution network.

Our promotion and advertising expenses for the three years ended December 31, 2012, 2013 and
2014 and the six months ended June 30, 2015 were RMB312.4 million, RMB395.5 million, RMB483.7
million and RMB457.5 million, respectively, representing 2.9%, 3.1%, 3.2% and 5.4% of our total
revenue for these respective periods. Going forward, we plan to increase our marketing efforts on new
products, such as Danish butter cookies, to drive growth. We also plan to focus on advertising and
promotional efforts aimed at key accounts to further enhance our penetration in the modern retail
channel.

PRODUCTION

Our Production Facilities

We manufacture all of our products in-house, which allows us to quickly respond to changes in
market demand and maximizes our control over product quality and food saftey. We outfit our
production facilities with state-of-the-art equipment, which we believe is essential to ensuring the
quality of our products and the efficiency of our operations. As of the Latest Practicable Date, we had
16 strategically located production bases. These production bases consisted of 30 food and beverage
production facilities throughout China, one potato powder production facility in Gansu province and
one packaging material production facility in Fujian province, equipped with an aggregate of over 550
highly automated and technologically advanced production lines. Our food and beverage production
facilities are strategically located across China, within close proximity to our distributors, key
accounts and end-markets. Some of our food and beverage production facilities are also situated close
to the source for various types of raw materials. These arrangements help us to reduce time-to-market
and maintain low logistics expenses as a percentage of sales, which was, for example 2.2% in the year
ended December 31, 2014. Please see the paragraph headed “—Our Geographical Coverage” in this
section for details of the geographic distribution of our production facilities as of the Latest
Practicable Date.
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Our production facilities include:

° Food Production Facilities. Our food products are produced in 14 production facilities
located across China with 380 production lines for the production of our bread, cakes and
pastries; chips, fries and others; and biscuits. Our overall annual production capacity for
food products was approximately 777,700 tons as of June 30, 2015;

° Beverage Production Facilities. Our beverage products are produced in 16 production
facilities located across China with 178 PET-bottled, canned and aseptic pack products
production lines for manufacturing herbal tea, plant-based and milk beverages, energy
drinks and other beverages. Our overall annual production capacity for beverage products

was approximately 3,424,300 tons as of June 30, 2015; and

° Other Related Production Facilities. We have one potato powder production facility in
Gansu province, which produces a majority of the potato powder required for our
production of potato-based products; and one packaging material production facility in
Fujian province, which produces and supplies substantially all packaging bags and a
majority of labels for our products.

As we aim to grow our business within a fast growing food and beverage market in China, we
intend to achieve this by enhancing the geographic coverage of our production network to reduce the
transportation time and costs and enable us to gather more local market intelligence to promptly react
to changes in local demand. We intend to enhance our production network and expand our production
capacity by establishing more new food and beverage production facilities, including one in Shenyang,
Liaoning province. This expansion forms part of our corporate development strategy, tailored to grow
our business within a fast growing food and beverage market in China. Please see the paragraph
headed “—Production—Our Production Expansion Plan” in this section for further details of our

production expansion plans.
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We have significantly improved the automation level of our production facilities in the past ten
years. A large portion of our current production facilities and equipment are equipped with automated
production capabilities or have been custom-made to suit our production needs. Our in-house research
and development team continuously collaborates with our production equipment suppliers in
designing our production lines and improving our production process with an aim of maximizing our
productivity and efficiency. For example, we co-developed our soft French bread production line with
our production equipment suppliers to meet the specific production requirements for this product,
which helps to ensure high operational efficiency. Moreover, all of the 30 production lines designed
and established for manufacturing our Hi-Tiger products have received the Production License for
Health Foods. We also invest in high quality manufacturing equipment, which we believe produces
higher quality products more efficiently. For example, we imported 10 high-speed croissant
production lines from the Netherlands and five automatic cookie production lines from Denmark to
support our launch of croissant and Danish butter cookie products, respectively. These production
lines can also be utilized to produce other products. We also introduced two GEA cold-aseptic filling
production lines from Italy and 21 Horyang beverage cans production lines from Taiwan, to enhance
our production efficiency and quality control and support the expansion of our beverage business. Our
Horyang beverage cans production lines, which are used to produce 480ml canned herbal tea, help us
to lower the packaging cost of our herbal tea products by approximately more than 30% on a per-ml

basis as we increased package size, from 310ml to 480ml.

We use efficient, advanced technology for our production facilities. We regularly monitor and
upgrade our production technology, equipment and processes to enhance our production efficiency and
lower our labor costs. For example, during 2014, we completed our production technology and
equipment upgrade for our biscuit production lines in our Chengdu and Jinan production facilities,
which increased the biscuit production capacity at each location. We also upgraded the Swiss roll
production lines at 13 of our production facilities, which reduced the labor requirements for Swiss roll
production at each location. We believe our continuing efforts to upgrade our manufacturing

equipment will increase our production capacity and efficiency to meet growing market demand.

An example of our advanced technology production facilities are our beverage production lines,
which are equipped with various advanced packaging capabilities that enable us to produce beverage

products in PET bottles, cans and aseptic pack packaging, providing more choices to our consumers.

Our Production Process

Set out below are the typical production processes for our key products.
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Production of Food Products

The following chart illustrates the production process of our key food products:

Raw materials

'

Preparation of raw and *  Major raw and ancillary materials are prepared precisely according to the
ancillary materials specific formula ratios
.. *  Raw materials are well blended
Mixing
¢  Different product shapes are formed by roller printing, pouring or cutting
Molding

e The dough has completed the processes of expansion, gelatinization,
Baking setting and coloring during the baking process

'

Fillings (if applicable)

.

Cooling

-

Sterilizing (if applicable)

.

Packaging

* Inject different fillings according to the process

e Products are cooled down to room temperature

e Products go through sterilization

*  Products are packaged into different specifications for delivery and sales

The methods used during the molding stage vary depending on the product type. Molding for
bread, cakes and pastries products is typically conducted by injection molding or bakery depositors,
while biscuits and potato products typically use molds. Fillings are only required for certain products
such as pies, Swiss rolls and sandwich biscuits. Sterilization is only required for cakes and bread

products.
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Production of Beverage Products

The following chart illustrates the production process for our key PET-bottled and aseptic pack
beverage products:

Raw materials

.

Preparation of raw and e Major raw and ancillary materials are precisely prepared according to
ancillary materials specific formula ratios
) . o Materials are dissolved separately
Dissolving
o o Impurities are removed from materials to prevent mixing with
Filtering unwanted materials

'

o Materials are mixed in proportions according to process requirements to form

Blending a blended solution
o e Materials are sterilized to preserve freshness and ensure food saftey
Sterilizing
o e PET bottles and packs are filled with materials
Filling
. * Finished products are packaged for delivery and sales
Packaging
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The following chart illustrates the production process of our key canned beverage products:

Raw materials
Preparation of raw and e Major raw fmd ancillary materials are precisely measured according to
ancillary materials formula ratios
. « Raw materials are washed, treated and filtered into a solution
Preprocessing
) o Quantities are mixed according to process requirements to prepare
Blending a blended solution
e Cans are filled, controlling the liquid level inside the can
Filling
Sterilizing e Sterilization inside the can
Cooling o The product is cooled to the required temperature
Packaging * Packaging of finished production for delivery and sales

Initial preparation procedures of beverage products vary depending on the production technology

requirements for the product type.

We continuously review the manufacturing process and analyze production data to explore
opportunities for productivity enhancement and to adopt more effective practices consistently across

our manufacturing lines.

Equipment Maintenance

In order to operate our production lines at optimal levels, we have a comprehensive maintenance
system, which includes scheduled downtimes for maintenance and repairs and regular inspections of
production facilities and equipment. As of June 30, 2015, our maintenance team consisted of over 400
employees. We carry out routine daily cleaning and maintenance of our production equipment to
prolong their useful lives. Our different production lines and equipment have varying maintenance
schedules and downtime periods, typically lasting no more than two weeks. We optimize our
production capacity by scheduling major maintenance work during the low season for the relevant
products’ production lines. We did not experience any material or prolonged interruptions to our

production process due to equipment or machinery failure during the Track Record Period.
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Our Production Expansion Plan

We intend to enhance the geographic coverage of our production network to reduce the
transportation time and costs and enable us to gather more local market intelligence to promptly react
to changes in local demand. When planning the expansion of our production network and our
production capacity, we take into account local market conditions, our expected production needs, our
resources at different stage and the competitive landscape in order to best leverage our competitive
advantages at the time. We plan to expand our production network and our production capacity by
establishing more new production bases, including one in Shenyang, Liaoning province for the
production of our food and beverage products. For details of the capital expenditures for this project,
please refer to the section headed “Financial Information—Liquidity and Capital Resources—Capital
Expenditures” in this prospectus.

As of June 30, 2015, we had not yet commenced construction of the Shenyang production
facilities. The construction is expected to commence in the second half of 2016, subject to the relevant
administrative approvals of the local land and construction authorities. We expect to complete this
expansion project in 2017. After the commencement of operations of Shenyang production facilities,
our food and beverage annual production capacity is expected to increase by 21,120 tons and 107,800
tons, respectively. We expect to finance this expansion project primarily with the proceeds of the
Global Offering.

QUALITY CONTROL AND FOOD SAFETY
Quality Control Management

We are committed to providing safe, high quality products. Our quality control management
system is designed and standardized according to the requirements of General Hygienic Regulation for
Food Enterprises, which provides us with detailed procedures covering each phase of our operations
including procurement, production, inventory storage, logistics, sales and distribution processes.

Our quality control team is responsible for formulating, managing and supervising our quality
control system. Our headquarters-level quality control department is responsible for quality control
across our group-wide operations. We also have control and inspection centers at each of our
production facilities, each with dedicated quality control personnel for each production line.

As of June 30, 2015, we had over 1,200 quality control personnel. As of June 30, 2015, our
headquarters-level quality control team consists of 10 experienced personnel overseeing our quality
control operation. The majority of our quality control team members have tertiary education degrees
in food- or bio-chemistry-related studies and over five years of work experience in the food industry.
Team members also have professional qualifications such as ISO internal auditor, senior baker and
food engineer. In addition, the head of our quality control department is a committee member of both
the National Baking Products Standardization Technical Committee (4 [ %5 J%% R AR AL ili 2 B
) and the National Leisure Food Standardization Technical Committee (4= BIA [H & & B2 HE R i & B
). With the support of a well-established quality control team, we can effectively prevent and rectify
any food quality and safety issues throughout our production process.
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Quality Standards and Certifications

Our operations are in compliance with applicable Chinese laws and regulations in relation to
food and beverage production and sale, as well as the quality control requirements imposed by China
Food and Drug Administration (% & i 4 i B % #1J5)) and National Health and Family Planning
Commission of the PRC (H#E ANRILFBEEZHmAMGE/EFTZE®). We have obtained the
Production License for Industrial Products (L. 3£ i 4 2 #F 7] #) for each of our Food and Beverage
Subsidiaries. We are also subject to annual inspection by the relevant PRC government authorities,
including AQSIQ.

We have been accredited with various international quality management certifications for our
production facilities including ISO 9001:2008 at our headquarters, and ISO 22000:2005 at all of our
Food and Beverage Subsidiaries. We obtained these certifications by applying for and passing
documentary and on-site inspection by independent accreditation bodies. Our ISO-accredited
production facilities have implemented various quality control procedures in compliance with the
requirements under the relevant quality standards and certifications. These certifications are subject
to annual independent audit by the relevant accreditation bodies.

° ISO 22000:2005 specifies requirements for a food safety management system where an
organization in the food chain needs to demonstrate its ability to control food safety hazards
to ensure that food is safe at the time of human consumption; and

° ISO 9001:2008 specifies requirements for a quality management system where an
organization needs to demonstrate its ability to consistently provide products that meets
customer and applicable statutory and regulatory requirements and aims to enhance
customer satisfaction through the effective application of that system, including processes
for continual improvement of the system and the assurance of conformity to customer and
applicable statutory and regulatory requirements.

We have also obtained the Certificate of Health Food for our energy drink products, as well as
the Production License for Health Foods for each of our Food and Beverage Subsidiaries producing
Hi-Tiger products. The key assessment criteria in the application for Certificate of Health Food and
Production License for Health Foods are preliminary review and testing, on-site inspection, sample
testing and further examination.

Quality Control over Raw Materials

We have adopted and maintain strict procedures for the selection of our suppliers to ensure that
the raw materials we use in producing our food and beverage products are of high quality. We use a
qualified supplier list and typically work with reputable, large domestic suppliers to secure key raw
materials used in our production process. We use standardized criteria for the selection and
qualification of our suppliers on the basis of product quality, reputation, scale of production, price and
ability to meet our delivery schedule. We require raw materials provided by our suppliers to meet our
quality standards and Chinese national standards. If the raw materials supplied to us do not meet the
quality standards stipulated under our supply contracts, we are entitled to reject them and be
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compensated for any related costs. Furthermore, each new supplier has to pass our internal quality
assessment process, including inspection of their production facilities and production process and
testing of their prototype materials before we enter into a supply contract with them. We only appoint

suppliers who can satisfy our internal selection criteria.

In addition, we have implemented quality control measures for our raw materials, primarily

including:

° our raw material suppliers are required to provide inspection reports from independent

laboratories for the raw materials they deliver;

° our quality control personnel conduct on-site inspection of suppliers’ facilities on an ad-hoc

basis;

° our quality control personnel conduct on-site inspections of raw materials delivered to our
warehouses and other facilities before acceptance and examine whether the raw materials

meet the quality standards stipulated in our supply contracts; and

° we perform laboratory sample testing on our raw materials in accordance with the standards
stipulated by the Chinese government and applicable GMP standards, such as appearance,
hygiene standards and level of chemical contents. Raw materials that fail these tests are

marked, stored separately and returned to the supplier.

The following flow chart illustrates our quality control process over raw materials:

Receipt and deposit of raw material

Pass Non-pass

A A 4

Issue non-pass report and
put on “non-pass” label

Issue pass report and put on “pass” label

Non-pass
review

\ 4 v v
Deliver to warehouse/storage Selection Deposit at rejected material
area and notify supplier

v l v

Pass - Non-Pass
Inspection

Return

A

v

Use in production
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Quality Control over Production Process

We strictly adhere to our standardized production procedures to ensure consistent product
quality. In addition to adopting internal procedures, we also adhere to the relevant industry standards
in our production process, including ISO 9001:2008 and ISO 22000:2005, to ensure that our products
are consistently produced in compliance with relevant national industry standards. We select and
closely monitor key points in the production process that have the potential to materially impact the
quality of our finished products, including temperature, pressure and timing, and we conduct sample
testing at each key point to identify quality problems. We also conduct continuous inspection
throughout the production process, such as monitoring temperature levels and production times. When
a single sub-standard product is identified, we examine all products and work-in-progress in the same
production batch to ensure that there are no quality issues relating to any of them. Any sub-standard
products identified are immediately disposed of.

Apart from closely monitoring the production process, we also consider our employees to be an
essential element in ensuring the integrity of our production process. We conduct annual health
checkups for our employees and require them to maintain good personal hygiene. We also provide
regular quality control, production safety and other technical trainings to our employees to ensure they
can satisfy our technical and hygiene requirements.

The following flow chart illustrates our quality control process for our production process:

Production commencement

¢ Including first-piece inspection, self inspection and mutual inspection,
circuit inspection, last-piece inspection and completion inspection

Pass Non-pass in any of inspection process
Deposit at area of finished goods Trace similar non-pass and
before inspection label/quarantine

‘ '

Issue quality abnormality report

Non-pass review

A A

Rework ‘ 4% Retirement

Proposal and implementation of
corrective and preventative measures

v

Confirmation of measure effectiveness

Reinspection
Pass Non-pass

Quality Control over Our Inventory and Logistics

Our finished products are tested by samples before sending to our warehouses. Any sub-standard
products that are identified are either disposed of immediately or returned to the previous production
step for rectification, as appropriate. To facilitate this process, we have implemented detailed
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warehousing operation procedures, including timely record keeping, proper labeling and periodic
stock-taking. We also maintain storage conditions according to the nature of our raw materials and
finished products and impose strict sanitation requirements to prevent contamination and

cross-contamination in our warehouses.

For quality control over logistics, we require our logistics service providers to make timely
delivery to avoid any food deterioration during the delivery process. We also require our logistics
providers to ensure a suitable delivery environment and sanitary standards in their transportation
vehicles. Our quality control personnel continuously review the performance of our logistics service

providers to ensure that goods delivered to us are in full compliance with our requirements.

Quality Control over Finished Products

Our finished products are stored at our warehouses before they are delivered to our customers.
We store finished products in designated areas according to their production dates and product
categories. All of our warehouses maintain well-ventilated storage conditions with controlled
temperature and humidity to minimize the risk of product deterioration. In addition, we maintain a
24-hour consumer service hotline to ensure that consumer complaints are handled promptly. We
collect all relevant product information from the consumer and trace the source of the defect, and we
use this information to adjust and enhance our production and quality control processes to avoid

similar quality issues from recurring.

The following flow chart illustrates our quality control process for our finished products:

Finished Goods Before Inspection

Pass Non-pass

Inspection

A 4 A 4

Issue pass report and put on “pass” label Issue quality abnormality report

. v

Trace similar non-pass and
put on “non-pass” label

Non-pass
review
Rework Retirement

.

Proposal and implementation of
corrective and preventative measures

y

Confirmation of measure effectiveness

Deliver to warehouse/storage

.

Shipment

\ 4
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To further strengthen our quality control over finished products, we have recently implemented
additional procedures for transportation and storage management of finished products specifying
requirements for handling, stacking, storage, inspection and delivery of finished products,
strengthening responsibility control system, and enhancing staff training for handling finished
products.

Food Safety Management

We cooperate with 18 independent third-party laboratories, including SGS-CSTC Standards
Technical Services Co., Ltd (i R IR A BR 22 A]), National Supervision and Inspection
Centre for Package Product Quality (Guangzhou) (18 5 63 %& & ) BT & B B A B 70 (& M) and Fujian
Inspection and Research Institute for Product Quality (& & & fhE B FBL), to conduct
product quality and food safety testing on our products. These facilities conduct their operations in
accordance with the relevant standards set by the Chinese government. In addition, we strictly follow
the ISO 22000:2005 standard in identifying and controlling food safety issues, according to which we
have established and enforced the following measures:

(1) Quality Control Programs: our production facilities are designed and controlled in
accordance with GMP criteria and Sanitation Standard Operating Procedure (SSOP). Our
employees are required to strictly follow these standards, including maintaining hazard-free
working environments and controlling cross-contamination.

(2) HACCP System: we have established a dedicated HACCP team at each of our Food and
Beverage Subsidiaries to formulate and implement our HACCP procedures. We have
appointed the head of production at each of our Food and Beverage Subsidiaries to lead the
respective HACCP teams, each of whom has substantial experience in food production and
quality control, and is responsible for supervising the implementation of our HACCP
procedures, reviewing the effectiveness of the HACCP system and reporting to our senior
management about any material food safety issues identified.

(3) Food Safety Risk Management and Emergency Response: our quality control department is
responsible for analyzing and identifying food safety risks involved in our production
processes. Our senior management assess the risks reported by different departments and
takes preventive measures to address. We maintain a food safety emergency response plan
that sets out detailed response procedures and responsibilities of each department involved.
If any food contamination is identified, the production in the relevant production facility
is suspended and the facility is thoroughly sanitized. The production in the relevant facility
resumes only when the production director or quality control department confirms that the
facility can satisfy our food safety requirements.

(4) Interactive Communication: we maintain a standardized communication procedure to
facilitate internal and external communications, according to which we maintain regular
close contact with the relevant regulatory authorities, distributors, key accounts,
consumers, suppliers and employees to gather essential food safety information. All of
these stakeholders provide valuable information to us, which enables us to improve our
quality control and minimize food safety issues.
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As described above, we have established effective food safety management systems covering the
production process from raw materials to final products, inspections and quality control, inventory
management, transportation and distribution of our food products. In addition, we also continuously
enhance our internal procedures in accordance with developments in the relevant food safety law and
regulations. For example, in anticipation of the recently amended Food Safety Law of the PRC that
became effective on October 1, 2015 (the “New Food Safety Law”), the measures we have

implemented or will implement include the following:

o our storage facilities and conditions and logistics facilities are in compliance with the New
Food Safety Law; we also monitor the storage conditions of our distributors in accordance
with the New Food Safety Law;

° our Hi-Tiger energy drink is in compliance with the relevant requirements for health food

under the New Food Safety Law, including those in respect of labeling and promotion;

° we maintain additional records for raw materials and packaging materials delivered to us
by our suppliers, including the name and contact details of the supplier, specification,
quantity, date of production or production batch number, preservation period and date of
delivery; we are also optimizing our inventory management rules to maintain the relevant
inspection records and supporting documents for our raw materials and packaging materials
for not less than six months after the expiration of their respective preservation periods; for
those raw materials or packaging materials without a specified preservation periods, to
maintain the relevant inspection records and supporting documents for not less than two

years; and

° for our finished products, we keep additional records of the preservation period and
purchaser’s address; we also maintain custody of the relevant inspection records and
supporting documents for not less than six months after expiration of their respective

preservation periods.

Product Returns, Warranties, Consumer Feedback and Product Recall

Our distributors generally cannot return our products after they have accepted delivery. Returns
and exchanges are permitted only if the products are defective. For products that are returned, we are
fully responsible for the costs of returning or exchanging these products. Our key accounts are
generally entitled to return defective products, or expired or unsalable products under certain

circumstances.

During the Track Record Period, there were no material product returns from our customers. This
reflects the quality and generally strong consumer demand for our products. As a result, we did not
record any provision for product warranty during the Track Record Period.
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We use detailed procedures to collect and process consumer feedback. Our sales management
team uses consumer service hotlines to receive consumer inquiries, feedback and complaints. We
record complaints that we receive, including information regarding the relevant products involved,
such as product series and batch number. The consumer complaints that we have received related
mainly to problems that occurred in the distribution process after we sold the products, such as
molding caused by packaging breakage or unclear labeling resulting from friction during transport.
Our sales personnel responsible for the relevant region have the initial responsibility for complaints,
and they subsequently reach out to the consumers and collect additional information regarding their
complaints. The bar codes and production dates printed on our products facilitate our sales personnel
in addressing these types of issues. Based on the information collected by our sales personnel, the
relevant production departments are notified about any reported product defects and carry out
remedial measures as necessary. Our sales management team is responsible for following up on
complaints to ensure that they have been dealt with appropriately. We address complaints in a variety
of ways, including communicating with consumers, paying them reasonable compensation, and taking

appropriate actions against hostile complaints.

We have also established relevant product recall procedures. Once we identify products that
require recall, we immediately form a recall committee to facilitate the recall process. The committee
will ascertain the relevant product batch and range to be recalled and promptly inform the relevant
parties, including our distributors in their respective geographic region for the recall. The uniform
batch numbers marked on our product packaging enable us to efficiently trace the products which are
subject to the recall and retrieve such products in a timely manner. We maintain detailed records of
(i) products involved in the recall; (ii) products entered the sales network; (iii) products in our
inventory; and (iv) products successfully recalled, and take appropriate measures for the recalled

products, including destroying the defective products.

During the Track Record Period and as of the Latest Practicable Date, (i) we were not subject
to any material fines or other penalties from Chinese government authorities regarding product quality
or safety, (ii) we were not required by Chinese law to undertake any mandatory product recalls; (iii)
we did not have any material product liability exposure, and (iv) we did not receive any material
complaints from consumers in connection with product quality.

RESEARCH, DEVELOPMENT AND UPGRADE

We believe that our research and development capabilities have enabled us to maintain our
competitiveness through improving current products, continuously expanding product offerings and

diversifying product portfolio.

Our product research and development center is located at our headquarters and is equipped with
sophisticated laboratory equipment, including specialized food testing and processing machines for
biscuits, cutting products, processing of laminated doughs and coating and spraying. We have separate
research and development teams for our food products and our beverage products. As of June 30, 2015,
we employed over 50 research and development professionals, half of whom have more than 10 years

of related work experience and have obtained relevant tertiary education degrees. In 2014, we were
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selected as one of the Top 100 Innovative and Advanced Enterprises (1 Z 8 # & A RE J1 JE#E ) by
the China National Light Industry Council (" [E# T35 4 €). We also regularly conduct market
research and collect market information from our sales and marketing departments to assist the

research and development of new products.

We have a track record of launching successful new products that help drive our revenue growth.
We typically launch approximately three to five new products per year. During the Track Record
Period, we successfully launched products such as croissants, Danish butter cookies, European cakes,
Kaqu French fries and energy drinks, large can herbal tea, and aseptic pack peanut milk. In 2015, we
have introduced pork floss pies, nuts pies, caramel cookies, children’s biscuits and a new bottled water
product. As of the Latest Practicable Date, we had 16 food products and six beverage products in the

research and development pipeline.

The illustration below shows the major stages of a typical new product launch:

Customer survey and )
market research

v

Positioning design > Market research and positioning

v

Feasibility analysis and
project approval _J

v

Product development proposal

v

Product design and
material preparation

v

Sample assessment

> Research and development

and market verification Y,
Preparation of )

technical documents

v

Batch production
and verification

v

Summarization of design and

> Production development

development documents _J
Formal mass production —> Commercialized production
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In addition to developing new products, we continuously upgrade our existing products by
developing different packaging, flavors and appearance to meet consumer demands, tastes and
preferences. For example, in 2014, we introduced Heqizheng herbal tea in two-piece aluminum cans
with lower packaging cost on a per-ml basis, compared to the previous market-standard three-piece
steel cans. Our herbal tea in two-piece cans were the first in the China market, according to Frost &
Sullivan. We also introduced 45g packaging Copico potato chips, using a product size offered by few
other competitors. In addition, our product innovation efforts have led to the introduction of new
flavors for our existing products such as milk and orange flavors of soft French bread. We also
collaborate with our raw material suppliers in enhancing the quality of the raw materials we use in the
production of our food and beverage products, such as flour and butter.

We incurred total research and development costs for the years ended December 31, 2012, 2013
and 2014 and the six months ended June 30, 2015 of RMB41.8 million, RMB43.1 million, RMB45.1
million and RMB24.3 million, respectively. We intend to focus on developing premium-quality
products in the future, and we expect that our investments in research and development will increase
due to the advanced technology required in developing new premium-quality products.

RAW MATERIALS, PACKAGING MATERIALS AND SUPPLIERS

The primary raw materials that we use in the production of our food products are eggs, flour,
sugar and palm oil and the primary raw materials for our beverage products are sugar, powdered milk,
mesona and peanuts. Other important raw materials used in our production process include flavoring
essences, spices, additives and seasoning powder. We also purchase and use large quantities of
packaging materials, including polyester chips, cardboard boxes, cans and aseptic pack.

Most of our primary raw materials, such as flour, sugar and plam oil, are commodities. Their
prices generally fluctuate with market conditions. The prices of our other primary raw materials and
packaging materials generally fluctuate as a result of various factors, including supply and demand,
our bargaining power with our suppliers, logistics and processing costs, and government regulations
and policies. For further details of the sensitivity of our net profit during the Track Record Period in
relation to movements in our costs of certain major raw materials, please see the section headed
“Financial Information—Description of Selected Income Statement Line Items—Cost of sales” in this
prospectus.

We generally centralize our procurement of our raw materials and packaging materials to take
advantage of our economies of scale and to increase our bargaining power with suppliers. We believe
that our centralized procurement system enables us to obtain more competitive prices and avoid
regional or other price variation.

Our headquarters is in charge of the management and supervision of our procurement team,
which consisted of 15 dedicated employees at our headquarters level as of June 30, 2015. Our
headquarters-level procurement team and our procurement staff at our subsidiaries are responsible for
procuring raw materials and packaging materials and controlling procurement costs. We have not
entered into any hedging activities in relation to commodity prices. However, we have sought to
mitigate the impact that raw materials and packaging materials’ price fluctuations have on us by
making purchases when we believe that prices are low. We have also adopted the following measures
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in monitoring and analyzing raw material and packaging material market prices: (i) regularly
monitoring market prices, (ii) conducting market analysis to anticipate potential changes in prices,
(iii) negotiating and determining purchase prices with our suppliers, with reference to the market data
obtained during the regular monitoring of and analysis on the market prices, and (iv) identifying
alternative suppliers who offer competitive prices. We believe that these cost control measures enable
us to better understand the fluctuation of prices of our raw materials and packaging materials, increase
our bargaining power, and allow us to obtain more competitive prices when negotiating supply

contracts with our suppliers.

Raw Materials

We sourced our key raw materials, including sugar, eggs, flour, palm oil, powdered milk, mesona
and peanuts, from various domestic suppliers. We also procure certain premium imported raw
materials from international suppliers. We generally coordinate sourcing requirements and centralize
procurement at our headquarters to leverage our scale. Our headquarters usually enters into annual
supply contracts with suppliers at fixed purchase prices, subject to price adjustment by mutual
agreement in the event of market volatility. Purchases of primary raw materials must be made with

suppliers approved by our headquarters.

Our potato powder processing facility in Gansu produces a majority of the potato powder
required for the production of our chips, fries and other potato-based products. Our Gansu facility
sources potatoes from local farms in Gansu. We usually enter into potato supply contracts with local

farms in Gansu with a specified term which is set according to our production needs.

All raw materials provided by our suppliers are required to meet our quality standards and the
standards set by the Chinese government, such as the PRC national standards for flour (NY/T
1039-2014), palm oil (GB 15680-2009), white sugar (GB 317-2006) and potatoes (SB/T 10752-2012).

We use water at our production facilities in the production of our various products. We obtain
water from the relevant local water supply companies or from local resources bureaus upon the
commencement of operations at each of our production facilities. We did not experience any water
shortage or problems with water quality during the Track Record Period, and we had not received any
complaints or been subject to any penalties in connection with water quality during the Track Record
Period and up to the Latest Practicable Date.

Packaging Materials

Our packaging materials are mainly cardboard boxes, polyester chips, cans, aseptic pack, labels
and packaging bags. We produce and supply substantially all packaging bags and a majority of labels
for our products and we sourced other packaging materials from independent third party domestic
suppliers. These procurement practices allow us to strategically alter the amount of packaging

materials sourced in accordance with the price level to optimise packaging material cost.

— 172 —



BUSINESS

We generally enter into framework supply contracts with a term of one year with various
suppliers of our packaging materials. These framework contracts specify the price of various
packaging materials but do not contain any annual target purchase volumes. Instead, the purchase
volume is determined by the purchase orders that we send to our suppliers during the term of the
supply contracts. All packaging materials provided by our suppliers are required to meet the food
safety standards set by the Chinese government.

Suppliers

We typically work with large reputable domestic suppliers to secure the key raw materials used
in our production process. Our raw materials are generally available from a number of domestic
suppliers, and we normally have various sources of supply for each type of raw materials to reduce
our dependency on a single supplier. During the Track Record Period, we did not encounter any
shortages of supply of our raw materials and packaging materials, nor did we experience any
significant problems with the quality of the raw materials and packaging materials provided by our

suppliers.

We select our suppliers on the basis of product quality, brand and market reputation. We require
raw materials provided by our suppliers to meet the food safety standards set by the Chinese
government. If raw materials supplied to us do not meet applicable Chinese food safety standards, we
are entitled to reject them and be compensated for any related costs. Furthermore, all new suppliers
are required to pass our internal quality assessment process, including inspection of their production
facilities and production process and testing of their prototype materials before we enter into a supply
contract with them.

Our suppliers are usually responsible for arranging delivery of raw materials and packaging
materials to our designated destinations at their own costs. During the Track Record Period, we did
not encounter any delay in delivery of raw materials and packaging materials by our suppliers that
significantly affected our production operations. After we have received the raw materials and
packaging materials, we will perform quality checks and are entitled to return the raw materials and
packaging materials which fail to meet the standards set by the Chinese government to our suppliers.
For further details of our quality control measures on our raw materials, please see the paragraph
headed “—Quality Control and Food Safety” in this section.

Our suppliers grant us payment terms that vary depending on a number of factors including our
relationship with the suppliers and the size of the transactions. Our suppliers typically provide us with
credit terms within 30 days of our suppliers’ delivery of the products to us, and we usually settle our

trade payables by bank transfers.

For the three years ended December 31, 2012, 2013 and 2014 and the six months ended June 30,
2015, our purchase from our five largest suppliers accounted for 10.2%, 10.4%, 8.5% and 7.8% of our
total purchases, respectively, and purchase from our largest supplier accounted for 2.4%, 2.6%, 2.1%
and 2.5% of our total purchases, respectively. All of our five largest suppliers during the Track Record

Period are independent third parties.
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We have maintained long-term and stable relationships with our suppliers. For our five largest
suppliers during the Track Record Period, we had business relationships with these suppliers on
average of approximately six years. None of our Directors, their respective associates or any
Shareholder who, to the knowledge of our Directors, owned more than 5% of our issued share capital
as of the Latest Practicable Date, has any interest in any of our five largest suppliers during the Track
Record Period.

During the Track Record Period, we did not have any material disputes with our suppliers.
Raw Material and Packaging Material Inventories

We manage our raw material and packaging material inventories with an advanced inventory
control process that requires close co-ordination among our various functional departments, including
sales and marketing, raw material and packaging material procurement, production and storage. This
process enables us to track the in-coming and out-going inventory and the level of inventory on a
timely basis so as to maintain an optimum level of raw materials and packaging materials. For further
details of the inventory management on our raw materials and packaging materials, please see the
paragraph headed “—Inventory Management” in this section.

LOGISTICS AND TRANSPORTATION

During the Track Record Period and as of the Latest Practicable Date, we had outsourced a
majority of our product transportation to independent third party logistics service providers. As of the
Latest Practicable Date, we had over 50 logistics service providers. We usually enter into annual
services agreements with our logistics service providers, which are subject to monthly reviews and
assessments on their performance. We assess our logistics service providers based on frequency of
on-time delivery, transportation capability and overall service quality. We make suggestions to our
logistics service providers based on the result of the assessments and urge them to make improvement
accordingly. Under the terms of our current service agreements, we are entitled to terminate the
agreements if the logistics service providers fail to satisfy our standards and requirements. Previously,
certain of our distributors picked up products at our facilities at their own expenses. Beginning from
the second half of 2014, we discontinued this practice to improve our distributor management.

Our transportation arrangements with third party professional logistics providers enable us to
reduce the capital investment in developing and maintaining an in-house logistics system. The risks
relating to transportation and delivery of our products are also transferred to third party logistics
service providers. During the Track Record Period and as of the Latest Practicable Date, we had not
experienced any significant delay or poor handling of goods that materially and adversely affected our
business operations. Furthermore, the current logistics services market provides sufficient alternative
options of logistics service providers which can offer similar terms as our existing logistics service
providers. We do not anticipate any shortage of logistics services in the foreseeable future.

INVENTORY MANAGEMENT
As food and beverage production is a time-sensitive industry, an effective inventory management

system helps us to reduce the risks associated with deterioration of raw materials, packaging materials
and products, which are also requirements of our commitment to high quality products.
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Our inventories primarily consist of raw materials, packaging materials and finished products.
Our inventory management process adopts a first-in-first-out policy. For the three years ended
December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015, our inventory turnover
days were 45.0, 41.2, 36.7 and 29.3 respectively. Our raw material and packaging material
procurement is based on orders that we have received from our customers and the orders that can be
reasonably anticipated. We typically maintain raw material and packaging material inventory levels
sufficient for 30 days of our production. Once our finished products are produced, we endeavor to

deliver them to our customers at the earliest possible time.

We generally do not over-stock finished products and maintain a finished product inventory level
of approximately one week. This inventory level is determined through the communication among
operating departments and between our Group and our customers based on different seasons and sales

plans.

We have warehouses at each of our production facilities. Our finished products are stored in
designated areas categorized according to their respective dates of production. All of our warehouses
maintain well-ventilated storage conditions with controlled temperature and humidity to minimize the

risk of food deterioration.

Slow-moving inventories are categorized according to the nature and provision is made to the
extent that the net realizable value is lower than cost. Impairment of inventories recorded during the
Track Record Period was primarily because we made changes in our packaging for some of our
products, which made the old packaging obsolete. For details of impairment of our inventories, please
see the section headed “Financial Information—Critical Accounting Policies, Judgments and
Estimates—Provision for slow-moving inventories and net realizable value of inventories” in this
prospectus.

AWARDS AND RECOGNITION

We have received numerous awards and recognition in respect of quality of our products, brand
recognition and our social responsibilities, including the key awards and recognition set forth in the
table below:

Year Awards and Recognition Issuing Authority
2006 ............ China Top Brand (Daliyuan) (F'E14/  Administration of Quality Supervision,
CEEF ) Inspection and Quarantine of the PRC

(e B 5B 5 A AR A )

2008 ........... Chinese Industry Symbolic Brand (Pie) China Brand Research Institute
2008 (H IR Al RS i 2008) (B i R AF 7 )

2011 ..oeeeels China Famous Trademark (Copico) State Administration for Industry &
(B B 24 P A (AT EE ) Commerce (B R Lpa4TBUE HAE)R)
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Year Awards and Recognition Issuing Authority

2012 coeeenenne. Ranked No. 1 among Top 10 China Light China National Light Industry Council
Industry (Bakery and Confectionary: (P 98 T 2E 05 5 7 )/China Association of
Biscuit) Enterprises in 2011 Bakery and Confectionary Industry

(201147 52 w20 96 T SE 65 00 2 B R AR AT 36 (P B 08 A Al B SR T )
() T AT PR —)

2013 ...l The 8th session of China Charity Award Ministry of Civil Affairs of the People’s
R /\ i e« v e 25 35 487 Republic of China
(PP B B R AR

Leading Enterprise in China Bakery and China Association of Bakery and
Confectionary Industry Confectionary Industry

(B ot SR SERE AR 36 (B ot R TS )

Top 10 China Light Industry (Bakery and China National Light Industry Council
Confectionary: Biscuit) Enterprises in (B8 T 240 4 €)/China Association of
2012 (0124F B8 T3R5 )5 & B ¢ Bakery and Confectionary Industry

AT (BfHZ) A 3E) (P B e B o R e )

Leading Enterprise of National Food China National Food Industry Association
Industry in 2012-2013 (2012-20134F 4 (P& & LE €
B T2 75 BB B 4 26)

Most Recommended New Product in Selection Committees of Rising Star in
terms of Growth Potential in China China Food Industry (4B & & =
(Hi-Tiger) (M B B AR 18 (4 0%)) 2 BiF# % B 9)/Magazine of

Confectionary, Tobacco and Liquor

O JEE PG 28 1) A 5541
2014 ........... Famous Trademark (Haochidian) State Administration for Industry &
(544 PR (B2 ) Commerce (B% L i617 BE FRAR SR

National Advanced Enterprise in Quality China Association for Quality Inspection
Inspection (2 B & & A 55 TAE JoiE i 2) (BT A )

COMPETITION

We compete on a product-by-product basis with other large domestic and multi-national
manufacturers of snack food and non-alcoholic beverage products. Competition among snack food and
non-alcoholic beverage producers in China is primarily based on price, brand recognition, taste,
product quality, distribution channels and marketing. We believe our well-known food and beverage
brands, innovative product research and development capabilities, extensive and well established
nationwide sales network, creative marketing and experienced management distinguish us from our

competitors.
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Snack Food—According to Frost & Sullivan, China’s snack food market has seen relatively fast
growth, with a CAGR of 12.7% from 2009 to 2014. The total market size in terms of retail sales value
reached RMB348.1 billion in 2014. China’s snack food market is expected to maintain a relatively
high growth rate and is expected to reach RMB598.6 billion in terms of retail sales value in 2019,
representing a CAGR of 11.5% from 2014 to 2019. China’s snack food market is highly fragmented.

Non-alcoholic Beverage—According to Frost & Sullivan, China’s non-alcoholic beverage
market has experienced relatively fast growth, with a CAGR of 16.7% from 2009 to 2014. The total
market size in terms of retail sales value reached RMB962.6 billion in 2014. China’s non-alcoholic
beverage market is expected to maintain a relatively high growth rate and reach RMB1,702.0 billion
in terms of retail sales value in 2019, representing a CAGR of 12.1% from 2014 to 2019. China’s

non-alcoholic beverage market is relatively fragmented.

There are barriers to entry for the food and beverage production industry. For example, food and
beverage manufacturers are required to obtain certain permits and licenses and are subject to
regulatory inspections. New entrants need sufficient resources and stringent quality and hygiene
control procedures to meet these regulatory requirements. In addition to these regulatory
requirements, substantial capital investment, extensive distribution and sales networks and strong

product research and development capabilities are required for entry into this market.

We are aware that some of our competitors, in particular the large multi-national brands, may
have substantially greater financial, product development and other resources than we have. We
believe, however, that we have competitive advantages over our competitors in China’s snack food and
non-alcoholic beverage industry, including our innovative product research and development
capabilities, extensive nationwide sales and distribution network with strong presence in traditional
trade channel, strategically deployed nationwide production bases and commercialization, household
food and beverage brands portfolio and a management team with vision and efficient execution power.
Please see the sections headed “Industry Overview—Distribution Channels of Snack Food and
Non-alcoholic Beverage Industry in China”, “Industry Overview—Competitive Landscape” and

“—Our Competitive Strengths” in this prospectus for further details.
SEASONALITY

Overall sales of our products are fairly balanced throughout the year, although demand for
certain products may be influenced by holidays, changes in seasons or other reasons. Given the

diversity of our product offerings across multiple snack food and beverage categories, we do not

believe that seasonality has any material effect on our results of operations as a whole.
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EMPLOYEES

As of June 30, 2015, we had 35,939 employees. The table below sets out a breakdown of our
employees by function as of June 30, 2015.

Function Employees
ProOAUCTION Lot 22,731
Sales and mMarketing ......c.ooouiiiiiiiiiiii 10,174
Research and development and quality control.............coooiiiiiiiiniiniin.o. 1,272
Human resources and adminiStration ..........coooeeiiiveieiniiiieiniiiiiniieieninenins 1,432
Finance and aCCOUNTING ....c.uiiiniiiiiiiii e 188
ProCuremMent .......oouiiiii e 142

Total oo 35,939

Our employees are important strategic resources for our development. In addition to basic
salaries, we provide various staff benefits to our employees. For the three years ended December 31,
2012, 2013 and 2014 and the six months ended June 30, 2015, our total employee benefit expenses
were approximately RMB822.0 million, RMB909.0 million, RMB1,146.0 million and RMB662.3

million, respectively.

We provide continuing education and training programs to our employees to improve their skills
and develop their potential. We also adopt evaluation programs through which our employees can
receive feedback on their performance. We foster strong employee relations by offering various staff
benefits and personal development support. Our subsidiaries in China have established labour unions
in accordance with the applicable Chinese law. We are not subject to any collective bargaining
agreements. During the Track Record Period and up to the Latest Practicable Date, we had not

experienced any material labor disputes or claims.
OCCUPATIONAL HEALTH AND SAFETY

Our operations are subject to a number of Chinese laws and regulations with respect to employee
health and safety. Based on these regulations, we have implemented safety guidelines in relation to
safety control procedures and standards, including procedures for handling safety issues, accident
investigation procedures, protective and remedial measures, and accident reporting procedures. We
require all of our employees to strictly comply with these guidelines. We carry out regular safety
checks on our production equipment to ensure that the equipment is thoroughly tested and safe for use.
We also require operators of our production equipment to attend training sessions on the required
safety standards. Furthermore, all of our employees are provided with regular workplace safety
training and equipment and an internal health and safety manual.
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Our PRC Legal Advisors have confirmed that, according to written confirmation letters issued
by relevant competent government authorities, during the Track Record Period and up to the Latest
Practicable Date, we had complied in all material aspects with all material applicable PRC laws and
regulations in relation to employee health and safety. During the Track Record Period, we did not
experience any major accidents in the course of our production process that resulted in the death or
serious injury of our employees.

INSURANCE

We consider our insurance coverage to be adequate as we have in place all the mandatory
insurance policies required by Chinese laws and regulations and in accordance with the commercial
practices in our industry. Our insurance coverage primarily includes property insurance, employee
related insurance, employer liability insurance and motor vehicle insurance. Our employee-related
insurance consists of employee pension insurance, maternity insurance, unemployment insurance,
work-related injury insurance, medical insurance and housing funds as required by Chinese laws and
regulations.

PROPERTIES

According to section 6(2) of the Companies (Exemption of Companies and Prospectuses from
Compliance with Provisions) Notice (Chapter 32L of the Laws of Hong Kong), this prospectus is
exempted from compliance with the requirements of section 342(1)(b) of the Companies (Winding Up
and Miscellaneous Provisions) Ordinance in relation to paragraph 34(2) of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, which require a valuation report
with respect to all of our Group’s interests in land or buildings. This is because as of June 30, 2015,
each of our properties had a carrying amount that was less than 15% of our consolidated total assets.

As of June 30, 2015, each of our properties had a carrying amount that was less than 1% of our
consolidated total assets, except for one property which had a carrying amount that was less than 2%
of our consolidated total assets.

Owned Properties

As of the Latest Practicable Date, we owned 54 parcels of land with an aggregate site area of
approximately 3,117,191.23 sq.m. for our production facilities, ancillary facilities and offices. We
have obtained the land use rights certificates for 54 parcels of land, two of which have title defects
(“Defective Land”). The Defective Land has a total site area of 92,257 sq.m. in Quanzhou, Fujian
province, which accounted for approximately 3.0% of the total site area of land use rights we owned.
The Defective Land was obtained by Quanzhou Dali from the competent government authorities by
way of state allocation (#|##) at the time the company was being incorporated. We obtained the
state-owned land use right certificates for the Defective Land. As a private company, we are required
to complete land use right transfer procedures to convert these allocated land use rights into granted
land use rights. We have obtained a written confirmation from relevant government authorities
confirming that this was due to historical reasons and there would be no administrative penalty
imposed on us for not having completed the land use right transfer procedures and the relevant
government authorities will complete the relevant land use right transfer procedures in a timely
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manner and there is no non-compliance issue or legal impediment for such land use right transfer
procedures. We are going through the land use right grant procedures to ensure the obtaining and usage
of such land use rights in compliance with the applicable laws. The Company does not expect the
premium payable, if any, for the granted land use right to have any material effect on our financial
condition. We use the Defective Land for production facilities, ancillary facilities and offices.
According to our PRC Legal Advisors, this will not materially affect our business operations or
financial condition and the opportunity that the relevant government authorities require us to relocate
is remote. Based on the aforesaid, the Directors are of the view that the Defective Land is not crucial

to the Group’s operations.

We owned 227 buildings with an aggregate gross floor area of 1,587,185.73 sq.m. for our
production facilities, warehouses, offices and dormitories. We have obtained building ownership

certificates for all of our buildings, except as described in the following paragraph.

As of the Latest Practicable Date, we had a construction project in Sanyuan, Shaanxi province,
which will be used as production and ancillary facilities, for which construction was recently
completed. We have obtained the land use rights certificate for these facilities, however, in
non-compliance with the relevant Chinese laws and regulations, we have not obtained the construction
planning permit (X LHEMIF|FFT#) and the construction work commencement permit
(S TR M T 77 v] 7%) for these facilities. We have obtained a written confirmation from the relevant
government authorities confirming that (i) the lack of the abovementioned permits has not resulted in
any material consequences and no penalty will be imposed; and (ii) the relevant government
authorities approve the constructed project and will assist us in obtaining the relevant building
ownership certificates, and there is no significant impediment for us to obtain the relevant building
ownership certificates. According to our PRC Legal Advisors, there will be no significant legal
impediment for us to obtain the relevant building ownership certificates for this construction project.

Leased Properties

As of the Latest Practicable Date, we leased 25 properties with a total gross floor area of
approximately 262,402.60 sq.m. We have not obtained the registration certificate for lease of 25 leased
property (accounting for 100% of our total leased floor area). Our PRC Legal Advisors advised us that
this does not affect the validity and enforceability of the lease agreement, but we may be subject to
fines of up to RMB10,000 for each such lease agreement for failure to register.
Buildings under Construction

As of the Latest Practicable Date, we had one building under construction in Xiamen, Fujian
province, which will be used as offices. We have obtained the land use rights certificate and the
relevant construction permits for this building.

INTELLECTUAL PROPERTY

Our intellectual property rights are very important to our business, primarily because we rely
significantly on consumers’ recognition of our brand names.
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As of June 30, 2015, we had registered 118, 18, 14 and three trademarks in China, Hong Kong,
Taiwan and with the Madrid System for the international registration of marks, respectively, 26 patents
and 24 copyrights in China. Fujian Dali, our connected person, has agreed to transfer to us a number
of trademarks that we used during the Track Record Period. For detailed information, please see the
section headed “Connected Transaction—Continuing Connected Transactions—Exempt Continuing
Connected Transactions”.

As of June 30, 2015, we have made five and 27 trademark applications in Hong Kong and China,
respectively, which are still being processed by the relevant governmental departments. The fact that
those trademarks are not registered, does not have any material impact on the operations and financial
condition of our business as we have conducted searches prior to applying for registration of these
trademarks, and we do not consider that there is a material risk that we cannot complete the
registration of these trademarks. Details of our intellectual property rights registered and pending
registration which we consider to be or may be material to our business are set out in the section
headed “Appendix IV—Statutory and General Information—B. Further Information about our
Business—?2. Intellectual Property Rights of our Group” in this prospectus.

We apply a proactive approach in managing our intellectual property rights. We undertake
defensive registrations of our trademarks in additional categories where it is reasonably foreseeable
that such trademarks may be used in our products in the future. Registration of intellectual property
rights is usually made by our legal department. We identify infringement incidents by our sales team
conducting random inspections and from reporting of infringement incidents we receive from various
sources such as our distributors and consumers. We take action immediately upon becoming aware of
a potential infringement of our intellectual property rights including reporting to the relevant Chinese
government authorities. During the Track Record Period and up to the Latest Practicable Date, there
have been no disputes or infringements in connection with our intellectual property rights pending or
threatened against our Group which could have a material adverse effect on our operations or financial
performance.

ENVIRONMENTAL MATTERS

Our business is subject to Chinese environmental laws and regulations including the
Environmental Law of the PRC ({H#E ARG L)), the Law on Prevention and
Treatment of Air Pollution of the PRC (M3 A R ILFA B KI5 44 BhiR#%:)), the Law on the
Prevention and Treatment of Water Pollution of the PRC ({3 N R ILAI B /KI5 BFIA L)) and the
Law on the Prevention and Treatment of Solid Waste of the PRC ({3 A R 3 A (5 [ # 35 4 b5 1R
%)). We are also subject to annual inspections by relevant Chinese regulatory authorities.

In order to satisfy the environment protection requirements for different pollutants, we have
adopted a series of environmental impact control measures:

° Air Pollution: We have installed dust-extraction units and desulfurizers at all of our waste
gas discharge outlets. As a result, our air pollutant emission satisfies level 2 standard of the
Integrated Emission Standard of Air Pollutants ({RKRIGEDEESPEEEE)) (GB
16297-1996).
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° Water Pollution: We strictly follow the Integrated Wastewater Discharge Standard ({i57K
LA PERCEE®E) ) (GB8978-1996). For our food production process, we have adopted a
combination of physical-chemical measures and biological measures, the combination of
the dissolved air flotation system ({5 %)and biological contact oxidation process
(AW 48 E L 1%). For our beverage production, we use the air flotation +A/0 process
(RIF+A/07%). These wastewater treatment methods can effectively reduce water pollution

from our production process.

° Solid Waste Pollution: We strictly follow the Standard for Pollution Control on Hazardous
Waste Storage ({f& MW iy 7775 Y FEHIAZ#E ) ) (GB 18597-2001) in processing our solid
waste through various methods, including hazard-free treatment, centralized storage and
instant clearance.

Additionally, we have adopted a set of emergency planning, response and control procedures as
countermeasures for unexpected environmental pollution accidents to minimize any adverse effect
caused by potential environmental non-compliance.

We incurred total environmental compliance costs for the three years ended December 31, 2012,
2013 and 2014 and the six months ended June 30, 2015 of RMB4.0 million, RMB5.8 million, RMB7.0
million and RMB3.7 million, respectively.

LEGAL COMPLIANCE AND PROCEEDINGS

We have detailed compliance procedures to identify and control the legal risks in our operations.
Our legal and compliance department and its experienced professional team strictly follow the policies
to track the validity of our licenses and permits and supervise the lawful execution of our contracts.
According to our PRC Legal Advisors, other than as disclosed in this prospectus, we have complied
in all material aspects with all applicable laws and regulations in China during the Track Record
Period. All of our Food and Beverage Subsidiaries have obtained all necessary permits and licenses
required for their business operations.

As advised by our PRC Legal Advisors, according to the confirmation letters issued by relevant
social insurance authorities and housing provident fund authorities, we confirm that we have complied
in all material aspects with all the requirements under the Interim Regulation on the Collection and
Payment of Social Insurance Premiums ({HE&PRERZ S 17H4%1)), the Interim Provisions on
Registration of Social Insurance ({ft& & B3 & 50 B 17 %) ) and Regulations on Management of
Housing Provident Fund ({fi75 AR 648 FAA) ).

Non-compliance Matters

One of our subsidiaries, Jinan Dali, was in breach of the Law on Prevention and Treatment of
Air Pollution of the PRC ({"H#E AN RILFIE KR I5YUP5IA7%)), the Law on the Prevention and
Treatment of Water Pollution of the PRC ("% A [ ANE /KI5 44 B iA15) ) and was subject to fines
during Track Record Period in the total amount of approximately RMB236,914 (which have been fully
paid) as the waste water and waste air released by it exceeded the permitted level. Such incidents were
primarily due to the obsolescence of equipment. Based on the interview with the Jiyang Environmental
Protection Bureau (@F%%%Iﬁﬁﬁ%%) on May 6, 2015, our PRC Legal Advisors advised that the
non-compliance incidents will not have a material adverse impact on us.
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In addition, during the Track Record Period, certain of our subsidiaries failed to complete the
Environmental Protection Acceptance Procedures CRREEIF4) and/or obtain the Pollutants
Emission Permit (?‘5%}%%5@3‘5{%“ 7). As of the Latest Practicable Date, all these subsidiaries had
obtained the relevant permits or approvals from the environmental authorities and/or completed the
Environmental Protection Acceptance Procedures. They have also obtained written confirmation
letters from the relevant environmental authorities confirming that no administrative penalty will be
imposed on these subsidiaries. According to our PRC Legal Advisors, the likelihood of administrative
penalties being imposed on these subsidiaries is remote. Our PRC Legal Advisors confirmed that all
of the local environmental authorities are competent authorities to issue the above-mentioned
confirmation letters.

We have taken the following measures to improve our internal control system:

e we have amended our Construction Management Procedures ({ LF%E | )) setting out
all the relevant licenses and permits required for construction projects, including
environmental protection permits;

° we have implemented a Governmental Examination and Approval List for Industrial Project
Constructions ({ L3I H @ BUN FHEPFHLIRHE R ) ) stipulating the time frame for
obtaining each required licenses and permits;

° we have assigned our finance department the responsibility to maintain a Certificates
Registration List ((GBFEH0—83£)), (together with the Construction Management
Procedures and the Governmental Examination and Approval List for Industrial Project
Constructions, the “Internal Control Policy Documentation”), which records the names of
certificates, issuing authorities, validity and time for annual inspection, and to set up
reminders for the relevant application or renewal of relevant certificates, which includes
environmental protection certificates; and

° we have updated our legal manuals to reflect the latest relevant laws and regulations,
including those on environmental protection and licensing procedures and government
policies, and set out clear internal policies and procedures on legal training to our
management and personnel, communication with government authorities and monitoring
for legal compliance.

Our Directors confirmed that all of the above-mentioned enhanced internal control measures
have been duly implemented, and based on the findings of, the recommendations made by, and the
review of the policy and documents relating to such enhanced internal control measures, by our
internal control consultant, no material deficiencies were noted.

Our Directors are of the view that the non-compliance incidents are not of a serious nature, and
were primarily due to change of licensing procedures, delay in obtaining permit caused by change of
government policies or change of company name and internal equipment upgrading. Our PRC Legal
Advisors have provided training on the relevant laws and regulations to our local management team.
Furthermore, our Hong Kong legal advisors provided training sessions to our Directors and senior
management on the duties and responsibilities of directors and officers of a listed company in Hong
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Kong. Based on the aforementioned, our Directors are of the view that we have taken sufficient
reasonable steps to rectify and improve our internal control system, which is adequate and effective
in significantly reducing the risk of future non-compliance with the relevant legal and regulatory
requirements, that each of our Directors has the character, experience, and integrity and the level of
competence required of a director under Rules 3.08 and 3.09 of the Listing Rules and that our
Company and business are suitable for listing under Rule 8.04 of the Listing Rules. Furthermore,
nothing has come to the attention of the Joint Sponsors that would cause them to cast doubt on our
Directors’ views above, particularly taking into account that during the due diligence process, the
Joint Sponsors have considered i) the reasons for and nature of the non-compliance incidents, the
occurrence of which was neither due to the dishonesty, gross negligence or recklessness of the
Directors nor for illegitimate purposes; ii) assessments and measures taken by our Directors and senior
management to improve our internal control system; and iii) our access to external professional advice
from our compliance advisor and legal advisors, on laws and regulations in the PRC and Hong Kong.
The Joint Sponsors also undertook a) an independent assessment of our internal control system and
procedures and the Internal Control Policy Documentation and the aforesaid updated legal manuals
and internal policies and procedures followed by multiple consultation sessions with the internal
control consultant regarding the same; b) a review of the aforesaid written confirmation letters by the
relevant competent PRC government authorities and the interview responses by the relevant
environmental authorities regarding Environmental Protection Acceptance Procedures and Pollutants
Emission Permits; and c) a review of the PRC legal opinions and consultation with our PRC Legal

Advisors on the nature and remoteness of penalties in respect of the non-compliance incidents.

We confirm that during the Track Record Period and as of the Latest Practicable Date, we were
not involved in any litigation proceeding or arbitration against us or any of our Directors that could
have a material adverse effect on our business operations. Furthermore, there is no pending or
foreseeable litigation proceeding or arbitration against us or any of our Directors that can cause

material adverse effect on our business operations.

RISK MANAGEMENT

With the growth and expansion of our operations, the potential risks to our business increase as
well. In order to identify, assess and control the risks that may create impediments to our success, we
have implemented a risk management system that covers each material aspect of our operations,
including financial security, production, logistics, technology and compliance. As our risk
management is a systematic project, each of our departments is responsible for identifying and
evaluating the risks relating to its area of operations. Our audit committee is responsible for
overseeing and accessing our risk management policy and they supervise the performance of our risk

management system.
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For the purpose of achieving the maximum security at the lowest costs, we have adopted an

advanced risk management system, which includes four steps:

° Identification: We identify existing and emerging risks and categorize them according to the
nature of the risks.

° Assessment: Based on the identification and categorization of our risks, we make reference
to previous experience to analyze and assess the likelihood and loss degree of the potential

risks.

° Mitigation: We mitigate potential impacts of risks primarily through two methods: (1) we
make efforts to change the conditions of the risks to reduce frequency of loss and loss
degree of the risks themselves, such as setting higher safety standards; (2) we make certain
financial arrangements to neutralize the effect and damage of the risks, such as purchasing

insurance policies.

° Evaluation: we evaluate the costs and effect of our mitigation measures to assess the
effectiveness and efficiency of our risk management system. If the evaluation identifies
certain weakness of the system, we will report to our Board of Directors through the audit

committee.
LICENSES AND PERMITS

Our PRC Legal Advisors have confirmed that, other than as disclosed in this prospectus, we have
complied in all material aspects with all relevant PRC laws and regulations regarding our operations,
and obtained all necessary licenses and permits for our business in China as required by PRC laws;
our licenses and permits were valid as of the Latest Practicable Date. Our legal and compliance
department is responsible for monitoring the validity status of our licenses and permits and make
timely applications for renewal to relevant government authorities. Our material permits and licenses
in China include The Production License for Industrial Products (L 3£ & & 4= & §F ] #%), Certificate of
Health Food (FRfEE Sh#t#ERE ) and Production License for Health Foods (PR {8 & 2 2= 7l #%).
For further information about the laws and regulations we are subject to in China, please see the

section headed “Regulatory Overview” in this prospectus.
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You should read the following discussion and analysis in conjunction with our consolidated
financial information included in “Appendix I[—Accountants’ Report” and “Appendix

il

II—Unaudited Pro Forma Financial Information,” in each case together with the accompanying
notes. The Accountants’ Report has been prepared by Ernst & Young, Certified Public Accountants,
Hong Kong in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
Hong Kong Institute of Certified Public Accountants and accounting principles generally accepted

in Hong Kong.

This discussion contains forward-looking statements that reflect our current view with respect
to future events and financial performance. These statements are based on our assumptions and
analysis in light of our experience and perception of historical trends, current conditions and
expected future developments, as well as factors that we believe are appropriate under the
circumstances. However, our actual results and the timing of selected events could differ materially
from those anticipated in these forward-looking statements as a result of various factors, including
those set forth under “Risk Factors” and elsewhere in this prospectus.

OVERVIEW

We are a leading branded snack food and beverage company in China with a diversified
multi-brand product portfolio focusing on high-growth product categories. Our ability to successfully
launch new products on a continuous basis is the key to our industry-leading position. For the years
ended December 31, 2012, 2013 and 2014, our sales of New Products contributed 54.6%, 25.6% and
33.5%, respectively, of our total revenue. Benefiting from our strong product innovation capabilities,
an extensive nationwide sales and distribution network that penetrates deeply throughout the China
market, strategically located nationwide production facilities, well-known food and beverage brands
and an experienced and efficient management team, we have created prominent and diversified
portfolios of products and brands. We have six Core Product Categories of bread, cakes and pastries;
chips, fries and others; biscuits; herbal tea; plant-based dairy beverage; and energy drinks. Each of
these product categories reached retail sales value over RMB1.5 billion in the year ended December
31, 2014, and holds a leading market position in its product category, according to Frost & Sullivan.
Our five core brands of Daliyuan, Copico, Haochidian, Heqizheng and Hi-Tiger are well recognized

by consumers.

Leveraging our strong capabilities in product innovation, development and commercialization,
we expect to launch five to ten new products in 2015 and 2016, continuously enhancing our product
portfolio to keep driving our sales growth. As of the Latest Practicable Date, we had 16 food products

and six beverage products in our research and development pipeline.

We have built an extensive nationwide sales and distribution network through our distributors
and key accounts. This network penetrates a wide range of points-of-sale, enabling us to sell products
at all levels of the market, from provinces to counties, villages and towns throughout China. As of
June 30, 2015, we had 3,951 distributors and a sales network covering all provinces and cities and
most of the county-level divisions in China. We have increased our focus on China’s fast-growing

modern retail channel in recent years with more sales efforts such as marketing campaigns.
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As of the Latest Practicable Date, we had 16 strategically located production bases with 32 food-
and beverage-related production facilities throughout China, which enable us to manufacture all of our
products in-house and efficiently adjust our production in accordance with changes in local markets.
Moreover, this also allows us to maintain a logistic cost advantage and to rapidly replenish our

products.

Our revenue increased by 18.6% to RMB12,827.0 million in 2013 compared to 2012, by 16.1%
to RMB14,894.0 million in 2014 compared to 2013, and by 15.1% to RMB8,504.5 million in the six
months ended June 30, 2015 compared to the same period of 2014. Our net profit increased by 71.9%
to RMB1,190.8 million in 2013 compared to 2012, by 74.4% to RMB2,076.7 million in 2014 compared
to 2013, and by 46.6% to RMB1,517.1 million in the six months ended June 30, 2015 compared to the
same period of 2014. The growth rate of our net profit from 2012 to 2014 may not be sustained in 2015
or in the future, given our relatively large net profit in 2014 and due to other factors, risks and
uncertainties, including uncertainty regarding our ability to continue introducing new popular
products and uncertainty regarding our ability to continue strengthening our penetration in traditional

trade, modern retail and other sales channels.

BASIS OF PRESENTATION

Pursuant to discussions in the section headed “History, Development and Reorganization” of this
prospectus:

° during the Track Record Period and before the Reorganization, the Controlling
Shareholders transferred their respective equity interests in certain operating subsidiaries
to Fujian Dali (the “Share Transfer”). Upon completion of the Share Transfer, Fujian Dali
held the entire equity interests of these operating subsidiaries; and

° upon completion of the Reorganization, the Company became the holding company of the
companies now comprising the Group and a subsidiary of the Company undertook the
business previously operated under Fujian Dali (the “Transferred Business”™).

Fujian Dali, the Transferred Business and companies now comprising the Group were under the
common control of the Controlling Shareholders before and after the Share Transfer and the
Reorganization. Accordingly, our financial information in “Appendix I—Accountants’ Report” to this
prospectus has been prepared on a consolidated basis by applying the principles of merger accounting
as if the Share Transfer and the Reorganization had been completed at the beginning of the Track
Record Period.

The consolidated statements of profit or loss and other comprehensive income, statements of
changes in equity and statements of cash flows of our Group for the years ended December 31, 2012,
2013 and 2014 and the six months ended June 30, 2015 include the results and cash flows of all
companies now comprising our Group, from the earliest date presented or, where it is a shorter period,
since the date when the subsidiaries first came under the common control of the Controlling

Shareholders. The consolidated statements of financial position of our Group as at December 31, 2012,
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2013 and 2014 and June 30, 2015 have been prepared to present the assets and liabilities of the
subsidiaries using the existing book values from the Controlling Shareholders’ perspective. No
adjustments have been made to reflect fair values or to recognize any new assets or liabilities as a
result of the Reorganization.

All intra-group transactions and balances have been eliminated on consolidation.

SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Consumer Demand for Our Products in China

Our results of operations are affected by consumer demand for our food and beverage products
in China, which in turn depends in large part on the growth of China’s economy and Chinese residents’
disposable income. The growth of China’s economy and Chinese residents’ disposable income
contributed significantly to the increase in our sales volume and revenue during the Track Record
Period. In 2012, 2013 and 2014, China’s GDP grew at a rate of 7.7%, 7.7% and 7.4%, respectively.
In these same respective periods, according to China’s National Bureau of Statistics, Chinese urban
households’ per capita disposable income increased at a rate of 12.6%, 9.7% and 7.0%, and Chinese
rural households’ per capita disposable income increased at a rate of 13.5%, 12.4% and 11.2%. We
expect China’s GDP and Chinese residents’ per capita disposable income to continue to increase in the
foreseeable future. We believe that consumer demand for our products is also driven by the growth of
the market segments in which we operate. According to Frost & Sullivan, the retail sales value of
China’s snack food market grew at a CAGR of 12.1% from 2012 to 2014, and it is expected to grow
at a CAGR of 11.5% from 2014 to 2019. In addition, according to Frost & Sullivan, the retail sales
value of China’s non-alcoholic beverage market grew at a CAGR of 9.7% from 2012 to 2014, and it
is expected to grow at a CAGR of 12.1% from 2014 to 2019.

We believe that our product quality and brand recognition have significantly contributed to
consumers’ demand for our products. We have implemented stringent quality control procedures for
our products, in line with the increasing importance that Chinese consumers place on food safety.
Please see the section headed “Business—Quality Control and Food Safety” in this prospectus for
further information. Our relentless efforts in pursuit of premium product quality and high-standard
food safety have translated into the confidence and trust that consumers place in our brands. Our five
core brands of Daliyuan, Copico, Haochidian, Heqizheng and Hi-Tiger have all enjoyed strong
recognition among Chinese consumers. In addition, our extensive distribution network has provided
consumers with easy and convenient access to our products. As of June 30, 2015, our sales network
covered all of the provinces and cities and most of the county-level divisions in China. We have also
used various media platforms and on-site and other marketing campaigns to promote our brands and
products.

Product Mix
Our revenue and profit margins are substantially affected by the mix of products we sell. As of
June 30, 2015, we offered 742 SKUs of food products and 109 SKUs of beverage products, and within

these two segments we have seven product categories: bread, cakes and pastries; chips, fries and
others; biscuits; herbal tea; plant-based and milk beverages; energy drinks; and other beverages.
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Different SKUs, whether within the same segment or product category, typically vary in product
pricing and marketing strategies, raw materials, packaging formats and production costs, and thus
have different gross profit margins. We market our different products under multiple brands. We
believe that our multi-brand strategy and diversified product portfolio enable us to capitalize on
changes in market conditions and consumer demand in a timely manner. Our diverse food and
beverage product offerings provide us with the flexibility to sell different products in different sales
channels to better compete with our peers.

Our gross profit margin increased significantly during the Track Record Period, being 16.5%,
20.2%, 26.8% and 33.4% in 2012, 2013, 2014 and the six months ended June 30, 2015, respectively.
These increases were partly due to increasing percentages of our sales derived from products with
relatively high gross profit margins, including newly introduced products such as croissants, French
fries, Danish butter cookies, pork floss pies and nut pies. In addition, during the Track Record Period
our energy drinks; chips, fries and others; and herbal tea product categories had relatively higher gross
profit margins. Our food products packaged in boxes and bags usually also have higher gross profit
margins than food products in loose packaging.

Introduction of New Products

The growth of our business depends in large part on our ability to continuously introduce new
products that are well-received by consumers. The increase in our gross profit margins also depends
on our ability to introduce and market higher-margin products. Among the products that we sold in
2012, 2013 and 2014, 27 of them were New Products, of which 18 were food products and nine were
beverage products. For example, in 2010 we introduced soft French bread and peanut milk; in 2012
we introduced European cakes; in 2013 we introduced energy drinks and various Haochidian biscuits;
and in 2014 we introduced croissants, Danish butter cookies, French fries and large-can herbal tea. In
2012, 2013 and 2014, our revenue from sales of the New Products was RMB5,906.4 million,
RMB3,282.2 million and RMB4,982.6 million, respectively, representing 54.6%, 25.6% and 33.5% of
our total revenue in the relevant periods. In 2012, 2013, 2014 and the six months ended June 30, 2015,
our research and development costs, which were largely for developing new products, were RMB41.8
million, RMB43.1 million, RMB45.1 million and RMB24.3 million, respectively.

We plan to continue to introduce more snack food and beverage products with various flavors and
packaging targeting different demographic groups to meet changing trends in the market and evolving
consumer preferences. For example, in 2015, we have introduced pork floss pies, nut pies, caramel
cookies, children’s biscuits and a new bottled water product. As of the Latest Practicable Date, we had
16 food products and six beverage products in our research and development pipeline.

Sales and Distribution Network

As of June 30, 2015, our products were sold to consumers in all of the provinces and cities and
most of the county-level divisions in China. Our extensive nationwide sales and distribution network
deeply penetrates the Chinese market from urban downtown areas of large cities to counties,
townships and villages. Our distributors typically sell our snack food and non-alcoholic beverage
products through four sales channels—traditional trade channel, modern retail channel, specialty
channel and e-commerce channel. Our distributors also sell our beverage products through the catering
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channel, which consists of restaurants, hotels, bars and pubs. In addition, we sell our products directly
to key accounts, primarily operators of hypermarkets, supermarkets and convenience stores such as
Yonghui and CR Vangard, which mainly fall under the modern retail channel. We also sell our products
through the e-commerce channel. Our sales to distributors contributed 98.9%, 98.0%, 97.3% and
96.3% of our total revenue in 2012, 2013, 2014 and the six months ended June 30, 2015, respectively.
Our direct sales to key accounts contributed 1.0%, 1.9%, 2.6% and 3.5% of our total revenue in these
same respective periods. The increases in our revenue during the Track Record Period were due in part
to the expansion and the improved performance of our sales and distribution network.

As of January 1, 2012, December 31, 2012, 2013 and 2014, and June 30, 2015, we had 3,467,
3,587, 3,706, 3,715 and 3,951 distributors, respectively. We have selectively increased the number of
our distributors in certain geographic areas to enhance our geographic coverage. Our average revenue
from sales to each distributor increased significantly during the Track Record Period, partly due to our
expanded product offerings, our continued marketing campaigns, our enhanced distributor
management, and the fast growth of our sales channels.

We began developing key accounts in 2012 and as of December 31, 2012, 2013 and 2014, and
June 30, 2015, we had 9, 20, 26 and 34 key accounts, respectively. Our revenue from sales to our key
accounts increased significantly during the Track Record Period, partly due to our expanded product
offerings and the increasing variety of our products sold directly to our key accounts, our continued
marketing campaigns and the increased number of points-of-sale operated by our key accounts to sell
our products. Going forward, we expect to achieve a higher percentage in revenue contribution from
our direct sales to key accounts as we continue to strengthen cooperation with our key account
customers, including by increasing the variety of products that we sell to them, and as we develop new
key accounts.

To capitalize on the significant growth of retail sales in China’s e-commerce channel, in April
2014, we began operating flagship stores on major e-commerce websites such as Yihaodian. We also
sell our products to major e-commerce operators and online distributors. We expect our penetration
through the e-commerce channel to contribute to our sales growth and to have synergies with our other
sales and distribution network by enhancing our brand recognition. We also began exporting our
products from the second quarter of 2015.

We plan to continue to expand our sales and distribution network to support the growth of our
business and strengthen our market-leading positions.

Costs of Raw Materials and Packaging Materials

We offer a wide variety of products in our food and beverage segments, covering seven product
categories: bread, cakes and pastries; chips, fries and others; biscuits; herbal tea; plant-based and milk
beverages; energy drinks; and other beverages. Different products, especially those from different
segments, usually use different combinations of raw materials and packaging materials. The primary
raw materials for our food products include eggs, flour, sugar and palm oil, while the primary raw
materials for our beverage products include sugar, powdered milk, mesona and peanuts. The main
packaging materials that we purchase from third parties include polyester chips, cardboard boxes, cans
and aseptic pack cartons. Our costs of raw materials used in the production of our products accounted
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for 52.6%, 52.3%, 50.4% and 51.1% of our total cost of sales in 2012, 2013, 2014 and the six months
ended June 30, 2015, respectively. Our costs of packaging materials used in the production of our
products accounted for 28.6%, 28.9%, 29.2% and 28.3% of our total cost of sales in these same

respective periods.

Most of our primary raw materials, such as sugar, flour and palm oil, are commodities. Their
prices generally fluctuate according to market conditions. The prices of our other raw materials and
our packaging materials generally fluctuate as a result of various factors, including supply and
demand, our bargaining power with the suppliers, logistics and processing costs, and government
regulations and policies. We have not entered into any hedging activities in relation to commodity
prices. However, we have sought to mitigate the impact of our raw materials and packaging materials’
price fluctuations by making purchases when we believe prices are low. Please see the section headed
“Business—Raw Materials, Packaging Materials and Suppliers” in this prospectus for further
information on our cost control measures. As our business scale increases, our bargaining power has
also increased, which contributed in part to decreases in our purchase prices for certain raw materials
and packaging materials. In addition, we produce a majority of the potato powder we use in the
production of our potato-based products through our production facility at Gansu Dali, and
manufacture substantially all of our packaging bags and a majority of our labels through our
production facility in Fujian Province. We believe that these practices and capabilities help to reduce
our costs of raw materials and packaging materials. We also believe that our diversified product
portfolio has reduced the impact of raw materials and packaging materials’ price fluctuations on our
business and results of operations. However, we cannot guarantee that we will be able to control our
costs of raw materials and packaging materials or to pass our increased costs onto our distributors, key
accounts or consumers. Please see the section headed “Risk Factors—Risks Relating to Our
Business—Inadequate or interrupted supply and price fluctuation for our raw materials and packaging

materials could adversely affect our profitability” in this prospectus for further information.

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

We have identified certain accounting policies that are significant to the preparation of our
consolidated financial statements. Our significant accounting policies, judgments and estimates that
are important for you to understand our financial condition and results of operations, are set forth in
detail in Notes 2 and 3 to “Appendix [—Accountants’ Report” to this prospectus. Some of our
accounting policies involve subjective assumptions and estimates, as well as complex judgments
relating to accounting items. In each case, the determination of these items requires management
judgments based on information and financial data that may change in future periods. When reviewing
our financial statements, you should consider (i) our selection of critical accounting policies; (ii) the
judgments and other uncertainties affecting the application of such policies; and (iii) the sensitivity
of reported results to changes in conditions and assumptions. We set forth below those accounting
policies that we believe involve the most significant estimates and judgments used in preparing of our

financial statements.
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Revenue recognition

We recognize revenue when it is probable that the economic benefits will flow to us and when
the revenue can be measured reliably, on the following bases:

° from the sale of goods, when the significant risks and rewards of ownership have been
transferred to the buyer, provided that we maintain neither managerial involvement to the
degree usually associated with ownership, nor effective control over the goods sold; and

° interest income, on an accrual basis using the effective interest method by applying the rate
that exactly discounts the estimated future cash receipts over the expected life of the
financial instrument or a shorter period, when appropriate, to the net carrying amount of the
financial asset.

Property, Plant and Equipment and Depreciation

We state our property, plant and equipment, other than construction in progress, at cost less
accumulated depreciation and any impairment losses. The cost of an item of property, plant and
equipment comprises its purchase price and any directly attributable costs of bringing the asset to its
working condition and location for its intended use.

We normally charge expenditures incurred after items of property, plant and equipment have been
put into operation, such as repairs and maintenance, to profit or loss in the period in which the
expenditure is incurred. In situations where the recognition criteria are satisfied, we capitalize the
expenditure for a major inspection in the carrying amount of the asset as a replacement. Where
significant parts of property, plant and equipment are required to be replaced at intervals, we
recognize these parts as individual assets with specific useful lives and depreciates them accordingly.

We calculate depreciation on the straight-line basis to write off the cost of each item of property,
plant and equipment to its residual value over its estimated useful life. The principal annual rates we
use for this purpose are as follows:

Buildings 4.75%

Motor vehicles 19.00%-23.75%
Plant and machinery 9.50%-19.00%
Other equipment 9.50%-31.67%

Where parts of an item of property, plant and equipment have different useful lives, we allocate
the cost of that item on a reasonable basis among the parts and each part is depreciated separately.
Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate,
at least at each financial year end.

We derecognize an item of property, plant and equipment, including any significant part initially
recognized, upon disposal or when no future economic benefits are expected from its use or disposal.
Any gain or loss on disposal or retirement recognized in profit or loss in the year the asset is
derecognized is the difference between the net sales proceeds and the carrying amount of the relevant
asset.
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Construction in progress represents a building or plant and machinery under construction, which
we state at cost less any impairment losses, and is not depreciated. Cost comprises the direct costs of
construction and capitalized borrowing costs on related borrowed funds during the period of
construction. Construction in progress is reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.

Useful lives of property, plant and equipment

We determine the estimated useful lives and the related depreciation charge for the our property,
plant and equipment. Our estimates are based on our historical experience of the actual useful lives
of property, plant and equipment of similar nature and functions. We increase the depreciation charge
where useful lives are less than previously estimated lives, or write off or write down technically
obsolete or non-strategic assets that have been abandoned or sold. Actual economic lives may differ
from estimated useful lives. Periodic review could result in a change in depreciable lives and therefore
depreciation charge in the future periods.

Inventories

We state our inventories at the lower of cost and net realizable value. We determine cost on the
weighted average method and, in the case of work in progress and finished goods, it comprises direct
materials, direct labor and an appropriate proportion of overheads. Net realizable value is based on
estimated selling prices less any estimated costs to be incurred to completion and disposal.

Provision for slow-moving inventories and net realizable value of inventories

We review the aging analysis of our inventories at the end of each reporting period, and make
a provision for slow-moving inventory items. We estimate the net realizable value for our inventories
based primarily on the latest invoice prices and current market conditions. We write-down inventories
to net realizable value based on the estimated net realizable value of our inventories. Our assessments
of the write-down amount requires our estimates and judgment. Where the actual outcome or
expectation in the future is different from the original estimate, these differences impact the carrying
value of inventories and write-down/write-back of inventories in the period in which such estimate has
been changed.

Impairment of trade receivables

Our provision policy for impairment of our receivables is based on on-going assessment of the
recoverability and the aging analysis of the outstanding receivables and on our judgment. A
considerable amount of judgment is required in assessing the ultimate realization of those receivables,
including the creditworthiness and the past collection history of each customer. If the financial
conditions of our customers were to deteriorate, resulting in an impairment of their ability to make
payments, we might be required to make additional allowances.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognized outside
profit or loss is recognized outside profit or loss, either in other comprehensive income or directly in
equity.
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We measure current tax assets and liabilities at the amount expected to be recovered from or paid
to the taxation authorities, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period, taking into consideration interpretations and practices

prevailing in the countries in which we operate.

We provide for deferred tax, using the liability method, on all temporary differences at the end
of the reporting period between the tax bases of assets and liabilities and their carrying amounts for

financial reporting purposes.

We recognize deferred tax liabilities for all taxable temporary differences, except:

° when the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the

transaction, affects neither the accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated with investments in subsidiaries,
when the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future.

We recognize deferred tax assets for all deductible temporary differences, carry-forwards of
unused tax credits and any unused tax losses. We recognized deferred tax assets to the extent that it
is probable that taxable profit will be available against which the deductible temporary differences,

we can utilize the carry-forward of unused tax credits and unused tax losses, except:

° when the deferred tax asset relating to the deductible temporary differences arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction, affects neither the accounting profit nor taxable profit

or loss; and

° in respect of deductible temporary differences associated with investments in subsidiaries,
deferred tax assets are only recognized to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and taxable profit will be available against
which the temporary differences can be utilized.

We review the carrying amount of deferred tax assets at the end of each reporting period and
reduce these amounts to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilized. We reassess unrecognized deferred
tax assets at the end of each reporting period and we recognize them to the extent that it has become
probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset

to be recovered.

We measure deferred tax assets and liabilities at the tax rates that are expected to apply to the
period when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have

been enacted or substantively enacted by the end of the reporting period.
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We offset deferred tax assets and deferred tax liabilities if a legally enforceable right exists to
set off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority.

Deferred tax assets

We recognize deferred tax assets relating to certain temporary differences when we consider it
probable that future taxable profit will be available against which the temporary tax differences or tax
losses can be utilized. Where our expectations are different from our original estimates, these
differences will impact the recognition of deferred tax assets and deferred tax in the periods in which
such estimates have been changed. The carrying amounts of deferred tax assets carried in the
consolidated statements of financial position as at December 31, 2012, 2013 and 2014 and June 30,
2015 were RMB31.5 million, RMB40.3 million, RMB47.6 million and RMB28.1 million, respectively,

details of which are set out in Note 26 to “Appendix [—Accountants’ Report” to this prospectus.

Government grants

We recognize government grants at their fair value where there is reasonable assurance that the
grant will be received and all attaching conditions will be complied with. When the grant relates to
an expense item, we recognize it as income on a systematic basis over the periods that the costs, which

it is intended to compensate, are expensed.

Where the grant relates to an asset, we credit the fair value to a deferred income account and
release this amount to the statement of profit or loss and other comprehensive income over the
expected useful life of the relevant asset by equal annual installments or it is deducted from the
carrying amount of the asset and released to the statement of profit or loss and other comprehensive

income by way of a reduced depreciation charge.
DESCRIPTION OF SELECTED INCOME STATEMENT LINE ITEMS

The following discussion summarizes components of selected income statement line items
appearing in “Appendix [—Accountants’ Report” to this prospectus that we believe may be helpful in
understanding the period-to-period discussions that follow.
Revenue

We generated our revenue from sales of food and beverage products during the Track Record

Period. Our revenue represents the net invoiced value of goods sold, after allowances for rebates and

trade discounts, during the relevant periods.
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The following table sets forth our revenue by segment and product category for the periods

indicated:
For the year ended December 31, For the six months ended June 30,
Revenue 2012 2013 2014 2014 2015
% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue (million) revenue (million) revenue
(unaudited)
Food
Bread, Cakes and
Pastries ........... 4,216 39.0 5,000 39.0 5,726 38.4 2,748 37.2 3,003 35.3
Chips, Fries and
Others ............ 1,115 10.3 1,267 9.9 1,512 10.2 674 9.1 931 11.0
Biscuits .........u..... 988 9.1 1,148 8.9 1,257 8.4 559 7.6 700 8.2
Segment Total . 6,319 58.4 7,415 57.8 8,495 57.0 3,981 53.9 4,634 54.5
Beverage
Herbal Tea........... 2,046 18.9 2,119 16.5 2,372 15.9 1,349 18.3 1,448 17.0
Plant-based and
Milk
Beverages........ 1,240 11.5 1,691 13.2 1,816 12.2 857 11.6 1,032 12.1
Energy Drinks ..... — — 394 3.1 794 5.3 490 6.6 637 7.5
Other Beverages .. 1,207 11.2 1,208 9.4 1,417 9.6 711 9.6 754 8.9
Segment Total . 4,493 41.6 5,412 42.2 6,399 43.0 3,407 46.1 3,871 45.5
Total ................... 10,812 100.0 12,827 100.0 14,894 100.0 7,388 100.0 8,504 100.0

Our revenue increased by 18.6% in 2013 compared to 2012, by 16.1% in 2014 compared to 2013,
and by 15.1% in the six months ended June 30, 2015 compared to the same period of the prior year.
Sales of food products contributed 58.4%, 57.8%, 57.0% and 54.5% of our total revenue in 2012,
2013, 2014 and the six months ended June 30, 2015, respectively. Our revenue from sales of food
products increased by 17.3% in 2013 compared to 2012, by 14.6% in 2014 compared to 2013, and by
16.4% in the six months ended June 30, 2015 compared to the same period of the prior year. Our
revenue from sales of beverage products increased by 20.5% in 2013 compared to 2012, by 18.2% in
2014 compared to 2013, and by 13.6% in the six months ended June 30, 2015 compared to the same
period of the prior year.

— 196 —



FINANCIAL INFORMATION

The following table sets forth our sales volume by segment and product category for the periods

indicated:
For the six months ended
For the year ended December 31, June 30,
Sales Volume 2012 2013 2014 2014 2015
Tons Tons Tons Tons Tons
Food
Bread, Cakes and Pastries .................... 297,094 356,740 374,212 180,162 193,946
Chips, Fries and Others ....................... 36,639 41,013 45,118 20,082 27,404
BiSCUILS tovveiiiiieiiiieeeiee e 74,468 85,765 89,300 40,473 42,945
Segment Total..............cooiii. 408,201 483,518 508,629 240,718 264,295
Beverage
Herbal Tea ......ocoevvviviiiieiiiieeieeeci 627,889 643,102 667,482 379,266 405,515
Plant-based and Milk Beverages .......... 293,734 393,778 415,778 198,409 238,255
Energy Drinks .....ccooooeeiiiiiiiiiiiiiiiiin. - 63,517 131,285 81,915 103,856
Other Beverages ........coooeeeeeeeiiiiiinneeeee, 436,631 410,295 419,859 226,153 236,762
Segment Total ......ccoceeeeiiiiiiiiiiieeenni. 1,358,254 1,510,692 1,634,404 885,743 984,388
Total.......oooiiiiiiii e 1,766,455 1,994,209 2,143,033 1,126,461 1,248,683

The sales volume of our food products increased by 18.5% in 2013 compared to 2012, by 5.2%
in 2014 compared to 2013, and by 9.8% in the six months ended June 30, 2015 compared to the same
period of the prior year. These increases were primarily due to (i) the ramp-up of our sales of new
products introduced before 2012, our sales of European cakes, which we introduced in 2012, new
Haochidian biscuit products, which we introduced in 2013, croissants, French fries and Danish butter
cookies, which we introduced in 2014, and pork floss pies, nut pies, caramel cookies and children’s
biscuits, which we introduced in the six months ended June 30, 2015, and products in new flavors and
packaging formats that we introduced to appeal to different demographic groups of consumers, and (ii)
our continued marketing campaigns. Our food products’ sales volume growth in 2014 and the six
months ended June 30, 2015 was also due to the expansion of our sales team to improve our
penetration through the modern retail, catering and specialty channels and to improve our distributor

management.

The sales volume of our beverage products increased by 11.2% in 2013 compared to 2012, by
8.2% in 2014 compared to 2013, and by 11.1% in the six months ended June 30, 2015 compared to
the same period of the prior year. These increases were primarily due to (i) the ramp-up of our sales
of new products introduced before 2012 and our sales of aseptic pack peanut milk, which we
introduced in 2012, energy drinks, which we introduced in 2013, and large-can herbal tea, which we
introduced in 2014, and (ii) our continued marketing campaigns. Our beverage products’ sales volume
growth in 2014 and the six months ended June 30, 2015 was also due to the expansion of our sales
team to improve our penetration through the modern retail, catering and specialty channels and to

improve our distributor management.
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The following table sets forth our average selling price per ton by segment and product category

for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
Average Selling Price 2012 2013 2014 2014 2015
RMB/ton RMB/ton RMB/ton RMB/ton RMB/ton
Food
Bread, Cakes and Pastries .................... 14,192 14,014 15,302 15,253 15,485
Chips, Fries and Others ....................... 30,425 30,900 33,522 33,578 33,949
BiSCUILS wuvviiiiiieiiiieecee e 13,265 13,382 14,074 13,806 16,305
Food Segment (all products)............. 15,480 15,335 16,703 16,538 17,532
Beverage
Herbal Tea .....cocoovveiiiiiiiiiiiiiiiiinns 3,259 3,296 3,553 3,558 3,572
Plant-based and Milk Beverages .......... 4,222 4,294 4,369 4,321 4,329
Energy Drinks ......ccoooveiiiiiiiiiiiiiinninn. — 6,202 6,042 5,974 6,137
Other Beverages .....cccccccceevvviiiieeinnnne. 2,763 2,945 3,376 3,144 3,183
Beverage Segment (all products)....... 3,308 3,583 3,915 3,847 3,932
Total.......oooviiiiiiei 6,121 6,432 6,950 6,559 6,811

Our average selling prices represent the volume-weighted average of prices of the products we
sold to our distributors, key accounts, and consumers through other channels, primarily the
e-commerce channel. We price our various products based on a combination of factors, including
demand for and supply of our products, anticipated market trends, costs of raw materials and
packaging materials, production costs, product categories, retail prices of our competitors’ products,
spending patterns of target consumers, historical sales data and expected profit margins for our
distributors, key accounts and us. We review and adjust our product prices periodically based on these
factors and other general market conditions. We set the prices we offer to our distributors based on
factors such as our marketing strategies and the types of products they are purchasing from us. We
normally offer products to our key accounts at prices that are higher than the prices we offer to our
distributors. We also offer our key accounts discounts for relatively large purchases from us and, if

they meet certain sales targets, we provide rebates to them.

The average selling price of our food products decreased slightly from 2012 to 2013, primarily
because we had higher sales of food products in loose packaging and sold our food products at
favorable prices as part of our marketing strategies to expand our market shares. The average selling
price of our food products increased by 8.9% in 2014 compared with the prior year, primarily due to
(i) improvements in our product mix, as we sold higher-priced new products such as croissants, French
fries and Danish butter cookies, which we introduced in 2014, and had higher sales of potato chips
as well as food products in boxes and bags as opposed to those in loose packaging, and (ii) the higher
overall prices at which we sold our food products. The average selling price of our food products
increased by 6.0% in the six months ended June 30, 2015 compared with the same period of the prior
year, primarily due to improvements in our product mix, as we had higher sales of potato chips
(including potato chips in higher-margin packaging), Danish butter cookies, croissants, French fries,

pork floss pies and nut pies.
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The average selling price of our beverage products increased by 8.3% in 2013 compared to 2012,
by 9.3% in 2014 compared to 2013, and by 2.2% in the six months ended June 30, 2015 compared to
the same period of the prior year. These increases were primarily due to improvements in our product
mix, as we sold higher-priced new products such as energy drinks, which we introduced in 2013, and

had higher sales of peanut milk.

The average selling price of our products increased in the six months ended June 30, 2015
compared with the same period of 2014 in part because of the higher overall prices at which we sold

our products, as we adjusted our pricing and marketing strategies in late 2014.

The table below sets forth our revenue by sales channel for the periods indicated:

For the year ended December 31, For the six months ended June 30,

Channel 2012 2013 2014 2014 2015

% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(million) revenue (million) revenue (million) revenue (million) revenue (million) revenue

(unaudited)
Distributors ......... 10,690 98.9 12,575 98.0 14,487 97.3 7,194 97.4 8,186 96.3
Key Accounts”... 107 1.0 245 1.9 388 2.6 191 2.6 298 3.5
E-commerce and
Others®.......... 16 0.1 7 0.1 19 0.1 3 0.0 20 0.2
Total ................... 10,812 100.0 12,827 100.0 14,894 100.0 7,388 100.0 8,504 100.0
Note:

(1) Primarily includes operators of hypermarkets, supermarkets and convenience stores that we sell our products directly to.
(2)  Primarily includes e-commerce. This also includes our revenue from exports of our products beginning from the second

quarter of 2015.

During the Track Record Period, our revenue growth was primarily due to our higher revenue
from sales to distributors, and to a lesser extent, the growth of our revenue from direct sales to our
key accounts, which was increasing from a low base. Our revenue from sales to distributors increased
by 17.6% in 2013 compared to 2012, by 15.2% in 2014 compared to 2013, and by 13.8% in the six
months ended June 30, 2015 compared to the same period of the prior year, primarily due to our
expanded product offerings, our continued marketing campaigns, our enhanced distributor
management, the fast growth of our sales channels, and the increase in the number of our distributors.
Our revenue from sales to key accounts increased significantly in 2013 compared to 2012, by 58.4%
in 2014 compared to 2013, and by 56.0% in the six months ended June 30, 2015 compared to the same
period of the prior year, primarily due to our expanded product offerings and the increasing variety
of our products sold directly to our key accounts, our continued marketing campaigns and the

increased numbers of key accounts and the points-of-sale operated by them to sell our products.
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Cost of Sales
Our cost of sales primarily comprises costs of raw materials, costs of packaging materials,
manufacturing costs such as depreciation, amortization and utilities, wages and salaries, and tax

surcharges.

The following table sets forth our cost of sales by category for the periods indicated:

For the year ended December 31, For the six months ended June 30,
2012 2013 2014 2014 2015
RMB % RMB % RMB % RMB % RMB %
(’000) ’000) (’000) (’000) (’000)
(unaudited)

Raw materials...... 4,747,311 52.6 5,359,703 52.3 5,498,492 50.4 2,764,307 50.7 2,891,817 51.1

Sugar ............. 1,126,263 12.5 1,105,989 10.8 1,019,236 9.4 550,448 10.1 676,519 12.0

Eggs .oooiinnis 604,191 6.7 721,822 7.0 863,810 7.9 382,645 7.0 390,805 6.9

Flour .............. 486,111 5.4 597,339 5.8 666,023 6.1 311,437 5.7 350,750 6.2

Palm oil 398,517 4.4 301,370 2.9 310,698 2.9 140,914 2.6 169,921 3.0

Others ............ 2,132,229 23.6 2,633,183 25.7 2,638,725 242 1,378,863 25.3 1,303,821 23.0
Packaging

materials ......... 2,580,977 28.6 2,961,212 28.9 3,179,024 29.2 1,582,566 29.0 1,604,285 28.3
Manufacturing

COSES wuvvvvviiinnnns 1,052,124 11.7 1,187,495 11.6 1,314,616 12.1 679,741 12.5 685,638 12.1
Wages and

salaries............ 594,996 6.6 663,976 6.5 805,049 7.4 380,135 7.0 406,243 7.2
Tax surcharges..... 53,263 0.6 66,765 0.7 97,997 0.9 46,922 0.9 72,864 1.3
Total ................... 9,028,671 100.0 10,239,151 100.0 10,895,178  100.0 5,453,671 100.0 5,660,847  100.0

Our cost of sales increased by 13.4% in 2013 compared to 2012, by 6.4% in 2014 compared to
2013, and by 3.8% in the six months ended June 30, 2015 compared to the same period of the prior
year. These increases were primarily due to the increases in our costs of raw materials and packaging
materials. Our costs of raw materials increased by 12.9% in 2013 compared to 2012, by 2.6% in 2014
compared to 2013, and by 4.6% in the six months ended June 30, 2015 compared to the same period
of 2014. Our costs of packaging materials increased by 14.7% in 2013 compared to 2012, by 7.4% in
2014 compared to 2013, and by 1.4% in the six months ended June 30, 2015 compared to the same
period of 2014. The increases in our costs of raw materials and packaging materials during the Track
Record Period were primarily driven by increases in the sales volumes of our products. The changes
in our costs of raw materials and packaging materials during the Track Record Period were also due
to fluctuations in our average purchase prices for certain major raw materials and packaging materials
as well as changes in our product mix. In 2013, 2014 and the six months ended June 30, 2015, each
compared with the prior period, we experienced decreases in average purchase prices for certain of our
major raw materials such as palm oil and one of our major packaging materials, polyester chips, and
increases in our average purchase prices for certain other raw materials, primarily flour. Our average
purchase price for sugar decreased in 2013 and 2014 but remained relatively stable in the six months
ended June 30, 2015, each compared with the prior period. Our average purchase price for eggs
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increased in 2013 and 2014 but decreased in the six months ended June 30, 2015, each compared with
the prior period. As a result of these and other fluctuations, our costs of raw materials and packaging
materials per ton of our food products sold decreased in 2013 and 2014 and remained relatively stable
in the six months ended June 30, 2015, while our costs of raw materials and packaging materials per
ton of our beverage products sold increased in 2013 and then decreased in 2014 and the six months
ended June 30, 2015, each compared with the prior period.

The following sensitivity analysis illustrates the impact of hypothetical fluctuations in our
average unit purchase prices for certain of our major raw materials—sugar, eggs and flour—on our net
profit for the periods indicated, assuming all other factors affecting our profitability had remained
unchanged.

Average unit purchase price of sugar:

Change in net profit Increase/decrease Increase/decrease Increase/decrease
(RMB million) by 5% by 10% by 15%
2002 i -1+42.2 -/+84.5 -/+126.7
2003 e -/+41.5 -/+82.9 -1+124.4
2014 o -/+38.2 -/+76.4 -1+114.7
Six months ended June 30, 2015................ -/+27.1 -/+54.3 -/+81.4

Average unit purchase price of eggs:

Change in net profit Increase/decrease Increase/decrease Increase/decrease
(RMB million) by 5% by 10% by 15%
2012 o -14+22.7 -/+45.3 -/+70.0
2003 -1+27.1 -/+54.1 -/+81.2
2014 o -/+32.4 -/+64.8 -/+97.1
Six months ended June 30, 2015................ -/+15.7 -/+31.3 -/+47.0

Average unit purchase price of flour:

Change in net profit Increase/decrease Increase/decrease Increase/decrease
(RMB million) by 2.5% by 5.0% by 7.5%
2012 o -/+9.1 -/+18.2 -/+27.3
2003 -/+11.2 -/+22.4 -/+33.6
2014 o -1+12.5 -/+25.0 -1+37.5
Six months ended June 30, 2015................ -/+7.0 -/+14.1 -/+21.1

Note: This sensitivity analysis is intended for reference only, and any variation may differ from the amounts indicated.
Inventors should note in particular that this sensitivity analysis is not intended to be exhaustive and is limited

to the impact of changes in our costs of sugar, eggs and flour.
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The increases in our cost of sales during the Track Record Period were also due to the increases
in our manufacturing costs, primarily depreciation, amortization and utilities, as we expanded our
production capacity and increased our sales volumes. Our manufacturing costs increased by 12.9% in
2013 compared to 2012, and by 10.7% in 2014 compared to 2013. Please see the section headed
“Business—Production—Our Production Facilities” in this prospectus for further information on the
expansion of our production capacity during the Track Record Period.

The increase in our cost of sales during the Track Record Period was also affected by increases
in wages and salaries in line with the expansion of our production capacity. Wages and salaries
increased by 11.6% to RMB664.0 million in 2013 compared to 2012 primarily due to an increase in
average wages. Wages and salaries increased by 21.2% to RMB805.0 million in 2014 compared to
2013, due to increases in both headcount and average wages. Wages and salaries increased by 6.9%
in the six months ended June 30, 2015 compared to the same period of the prior year.

Gross Profit and Gross Profit Margin

Our gross profit represents our revenue less our cost of sales, and our gross profit margin
represents our gross profit divided by our revenue, expressed as a percentage.

The following table sets forth our gross profits, gross profit contribution and gross profit margins
by segment for the periods indicated:

For the year ended December 31,

2012 2013 2014
Gross Gross Gross
% of total  profit % of total profit % of total  profit
Amount gross profit margin Amount gross profit margin Amount gross profit margin
RMB RMB RMB
(million) % % (million) % % (million) % %
Food products............ 1,041 58.4 16.5 1,478 57.1 19.9 2,258 56.5 26.6
Beverage products ..... 742 41.6 16.5 1,110 42.9 20.5 1,741 43.5 27.2
Total ..........ccccceeeeiiii. 1,783 100.0 16.5 2,588 100.0 20.2 3,999 100.0 26.8
For the six months ended June 30,
2014 2015
% of total Gross profit % of total Gross profit
Amount gross profit margin Amount gross profit margin
RMB RMB
(million) % % (million) % %
(unaudited)
Food products ................. 969 50.1 243 1,350 47.5 29.1
Beverage products .......... 965 49.9 28.3 1,494 52.5 38.6
Total............oooiiieiiie 1,934 100.0 26.2 2,844 100.0 33.4
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Our gross profit increased by 45.1% in 2013 compared to 2012, by 54.5% in 2014 compared to
2013, and by 47.0% in the six months ended June 30, 2015 compared to the same period of the prior
year. Our gross profit margin in 2012, 2013, 2014 and the six months ended June 30, 2015 was 16.5%,
20.2%, 26.8% and 33.4%, respectively. The gross profit margin of our food products in these same
respective periods was 16.5%, 19.9%, 26.6% and 29.1%. The gross profit margin of our beverage
products in these same respective periods was 16.5%, 20.5%, 27.2% and 38.6%.

The increases in our gross profit margins during the Track Record Period were primarily due to
improvements in our product mix that resulted in higher sales of our products with higher gross profit
margins. To achieve this, we launched and rolled out higher-margin new products and increased our
sales of higher-margin products through our continued marketing campaigns and strategic allocation
of resources. These higher-margin products included new products such as Danish butter cookies,
croissants, pork floss pies, nut pies, French fries and energy drinks; existing products such as potato
chips and peanut milk; and food products in higher-margin packaging, including our food products
packaged in boxes and bags as opposed to those in loose packaging. In 2012, 2013 and 2014, the gross
profit margin for our sales of New Products was 21.6%, 28.1% and 34.5%, respectively. In addition,
the increases in our gross profit margins were due in part to decreases in our average purchase prices
for certain major raw materials, such as sugar (from 2012 to 2014 only) and palm oil, and packaging
materials, such as polyester chips. For more information on prices of certain of our major raw
materials and packaging materials, see the section headed “Industry Overview—Price of Raw
Material.” Our increased business scale has strengthened our bargaining power, which in turn
contributed to our lower purchase prices for certain of our raw materials and packaging materials. The
increases in our gross profit margins were also affected by changes in the prices at which we sold our
products as part of our marketing strategies. For our average selling price per ton of products sold by
segment and product category during the Track Record Period, see the paragraphs headed
“—Description of Selected Income Statement Line Items—Revenue” in this section.

Beginning from late 2014, we adjusted our pricing and marketing strategies to conduct more
marketing campaigns to strengthen our sales channels and increased the average selling prices at
which we sell our products to our distributors. With the implementation of these new strategies, our
gross profit margin may increase in a given period due to the higher overall prices at which we sell

our products, but that may not impact our net profit margin in that period.

Other Income and Gains

Our other income and gains include government grants, income from sales of scrap, bank interest
income, interest income from loans to a third party, interest income from a loan to a related party, gain
on disposal of items of property, plant and equipment, and others. During the Track Record Period,
our government grants mainly included (i) grants that related directly to expense items and recognized
when received, and (ii) grants that were received upfront and recognized as deferred revenue, which
are recognized as other income and gains over the expected useful life of the relevant assets. These
government grants were generally given at the discretion of the relevant government authorities to
recognize our contribution to local economies’ development. There is no assurance that similar grants

will be made to us in any future period. Please see the section headed “Risk Factors—Risks Relating
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to China—Preferential tax treatment and financial subsidies that we have enjoyed may be changed or
terminated” in this prospectus for further information. Our income from sales of scrap primarily came

from sales of scrap materials.

Our interest income from loans to a third party was derived from two entrusted loans that we
provided to an independent third party through a commercial bank in 2014, each with a principal of
RMB200 million. The independent third party repaid both of these loans in the same year. Our interest
income from a loan to a related party was derived from an entrusted loan of RMB200 million that we
provided to Hubei Dali Estate Co., Ltd., a related party, through a commercial bank in 2014. This loan
was distributed to our Controlling Shareholders on December 31, 2014 in connection with our
Reorganization. For more information on our distributions to the Controlling Shareholders in
connection with the Reorganization, please see Note 32 to “Appendix I—Accountants’ Report” to this
prospectus. As advised by our PRC Legal Advisors, these entrusted loans were in compliance with
relevant PRC laws and regulations. These loans were not part of our ordinary business, and we do not

expect to have similar income in the foreseeable future.

The following table sets forth our other income and gains by category for the periods indicated:

For the year ended December 31, For the six months ended June 30,

2012 2013 2014 2014 2015

% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(’000) revenue (’000) revenue (’000) revenue (’000) revenue (’000) revenue

(unaudited)

Government grants....... 21,056 0.2 27,801 0.2 44,165 0.3 28,321 0.4 102,478 1.2
Income from sales of

scrap, net................. 21,713 0.2 31,995 0.2 40,712 0.3 19,293 0.3 19,697 0.2
Bank interest income ... 4,585 0.0 5,854 0.0 10,424 0.1 3,766 0.1 5,470 0.1
Interest income from

loans to a third

PATtY o, — — — — 12,320 0.1 — — — —
Interest income from a

loan to a related

PATtY e, — — — — 3,355 0.0 — — — —
Foreign exchange

differences, net........ 2,857 0.0 847 0.0 344 0.0 — — — —
Gain on disposal of

item of property,

plant and

equipment................ 45 0.0 101 0.0 24 0.0 28 0.0 18 0.0
Others......oeueveeeeeiiennnnnn. 1,324 0.0 591 0.0 2,749 0.0 1,513 0.0 2,204 0.0
Total ..........cccooeeeiiinnn. 51,580 0.5 67,189 0.5 114,093 0.8 52,921 0.7 129,867 1.5
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Selling and Distribution Expenses

In 2012, 2013, 2014 and the six months ended June 30, 2015, our selling and distribution
expenses were RMB732.4 million, RMB845.9 million, RMB1,097.6 million and RMB908.1 million,
respectively, representing 6.8%, 6.6%, 7.4% and 10.7% of our revenue for these same respective

periods.

The following table sets forth our selling and distribution expenses by category for the periods

indicated:
For the year ended December 31, For the six months ended June 30,
2012 2013 2014 2014 2015
% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(000) revenue 000) revenue 000) revenue 000) revenue 000) revenue
(unaudited)
Advertising
expenses .... 281,926 2.6 337,038 2.6 323,814 2.2 158,982 2.2 139,795 1.6
Promotion
expenses .... 30,436 0.3 58,495 0.5 159,855 1.1 37,172 0.5 317,672 3.7
Logistics
expenses ..... 228,287 2.1 254,056 2.0 332,797 2.2 148,262 2.0 228,998 2.7
Wages and
salaries .. 163,507 1.5 167,099 1.3 252,205 1.7 121,868 1.6 197,847 2.3
Others ............. 28,232 0.3 29,249 0.2 28,928 0.2 13,379 0.2 23,765 0.3
Total............... 732,388 6.8 845,937 6.6 1,097,599 7.4 479,663 6.5 908,076 10.7

Our advertising expenses during the Track Record Period mainly related to engaging celebrities
for endorsement purposes, sponsoring events such as sports games and advertising on television
channels, Internet, billboards and other print media. Our promotion expenses during the Track Record
Period mainly related to our participation in on-site promotions at individual points-of-sale, including
promotion expenses for our traditional trade, modern retail, catering and specialty channels. We
typically increase advertising and promotion campaigns when we launch new products. Our
advertising expenses as a percentage of our total revenue were 2.6%, 2.6%, 2.2% and 1.6% in 2012,
2013, 2014 and the six months ended June 30, 2015, respectively. Our relatively lower percentage of
advertising expenses in the six months ended June 30, 2015 was primarily because we conducted more
on-site promotions rather than advertising. Our promotion expenses as a percentage of our total
revenue were 0.3%, 0.5%, 1.1% and 3.7% during these same respective periods. Our relatively higher
percentages of promotion expenses in 2014 and the six months ended June 30, 2015 were primarily
because beginning from late 2014 we adjusted our pricing and marketing strategies to conduct more
marketing campaigns to strengthen our sales channels and increased the average selling prices at

which we sold our products to our distributors.
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Our logistics expenses as a percentage of our total revenue remained relatively stable at 2.1%,
2.0%, 2.2% and 2.7% in 2012, 2013, 2014 and the six months ended June 30, 2015, respectively. Our
logistics expenses increased by 54.5% to RMB229.0 million in the six months ended June 30, 2015
compared to the same period of the prior year, primarily because we permitted fewer of our customers
to pick up products at our factories to improve our distributor management.

Wages and salaries of our sales personnel as a percentage of our total revenue were 1.5%, 1.3%,
1.7% and 2.3% in 2012, 2013, 2014 and the six months ended June 30, 2015, respectively. Wages and
salaries of our sales personnel increased by 50.9% to RMB252.2 million in 2014 compared to 2013
and by 62.3% to RMB197.8 million in the six months ended June 30, 2015 compared to the same
period of the prior year; these increases were due to increases in both headcount and average wages,
as we expanded our sales team to improve our penetration through the modern retail, catering and
specialty channels and to improve our distributor management.

Administrative Expenses
In 2012, 2013, 2014 and the six months ended June 30, 2015, our administrative expenses were
RMB179.9 million, RMB223.4 million, RMB253.8 million and RMB174.0 million, respectively,

accounting for 1.7%, 1.7%, 1.7% and 2.0% of our revenue for these same respective periods.

The following table sets forth our administrative expenses by category for the periods indicated:

For the year ended December 31, For the six months ended June 30,

2012 2013 2014 2014 2015

% of % of % of % of % of
RMB total RMB total RMB total RMB total RMB total
(’000) revenue (’000) revenue (’000) revenue (’000) revenue (’000) revenue

(unaudited)

Wages and salaries........... 63,526 0.6 77,969 0.6 88,705 0.6 43,148 0.6 58,231 0.7
Tax eXpPenses........oeeeeeeennnn 24,943 0.2 28,366 0.2 37,277 0.3 15,524 0.2 20,457 0.2
Depreciation .................... 20,412 0.2 24,799 0.2 32,022 0.2 15,518 0.2 17,672 0.2
Listing expenses ............. — — — — — — — — 19,143 0.2
Donations .........cceeeeeeeennne 6,069 0.0 19,100 0.1 19,329 0.1 8,100 0.1 — —
Amortization of prepaid

land lease payments .... 8,919 0.1 10,132 0.1 12,167 0.1 5,476 0.1 5,877 0.1
Utilities and

communication

EXPENSES cevvvvviineeeannnnn 8,634 0.1 11,619 0.1 14,198 0.1 5,432 0.1 5,337 0.1
Subsidiary/branch setup

EXPENSES vuevvnirnnerinannnnns 11,880 0.1 1,792 0.0 3,894 0.0 3,450 0.0 2,176 0.0
Others™ .......ooooiiiiii 35,565 0.4 49,639 0.4 46,199 0.3 33,224 0.5 45,101 0.5
Total..........cooovviiiinniiiin. 179,948 1.7 223,416 1.7 253,791 1.7 129,872 1.8 173,994 2.0
Note:

(1)  Includes primarily travelling expenses, miscellaneous office expenses, Internet service fees, product development
expenses, pollution disposal fees, insurance premiums, product inspection expenses, professional service fees and

amortization of intangible assets.
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Wages and salaries as a percentage of our total revenue were 0.6%, 0.6%, 0.6% and 0.7% in 2012,
2013, 2014 and the six months ended June 30, 2015, respectively.

Depreciation as a percentage of our revenue remained at 0.2% in 2012, 2013, 2014 and the six
months ended June 30, 2015.

Income Tax Expense

Our income tax expense includes current and deferred tax expenses. The following table sets
forth our income tax expense by category for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000) RMB (°000)
(unaudited)
Current tax:
Income tax in the PRC for the
year/period ........coveiiiiiiiiiniiniini. 236,750 403,794 694,682 344,109 354,833
Deferred taX.....ocoovviviviiiiniinininnn.. (6,724) (8,866) (9,870) (800) 19,512
Total coveeeiii 230,026 394,928 684,812 343,309 374,345

Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands, we
are not subject to any income tax in the Cayman Islands or the British Virgin Islands.

Our subsidiaries incorporated in Hong Kong were subject to income tax at the rate of 16.5%
during the Track Record Period. No provision for Hong Kong profits tax has been made as we had no
assessable profits arising in Hong Kong during the Track Record Period.

All of our subsidiaries that are established in China were subject to the statutory income tax rate
of 25% in accordance with the EIT Law during the Track Record Period. Our subsidiaries, Chengdu
Dali, Yunnan Dali, Gansu Dali and Shaanxi Dali, obtained approvals in January 2015, April 2015, May
2015 and May 2015, respectively, from the relevant Chinese tax authorities for eligibility for a 15%
preferential enterprise income tax rate. These preferences were in accordance with the Western China
Development Regulations, and were granted for the years from 2014 to 2020 for Chengdu Dali, for
the period from October 1, 2014 to December 31, 2020 for Yunnan Dali, for the period from January
1, 2014 to June 30, 2016 for Gansu Dali, and for the year ending December 31, 2015 for Shaanxi Dali.
As advised by our PRC Legal Advisors, according to the Western China Development Regulations,
Gansu Dali and Shaanxi Dali will continue to enjoy this 15% preferential enterprise income tax rate
until the year ending December 31, 2020 subject to approval by the relevant tax authorities. Our
effective tax rate was 24.9%, 24.9% and 24.8% in 2012, 2013 and 2014, respectively, and decreased
to 19.8% in the six months ended June 30, 2015 primarily due to the preferential tax treatment that
our subsidiaries, Chengdu Dali, Yunnan Dali, Gansu Dali and Shaanxi Dali, obtained in the first half
of 2015 as discussed above.
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RESULTS OF OPERATIONS

The following table sets forth a summary of our results of operations for the periods indicated.
Our historical results presented below are not necessarily indicative of the results that may be
expected for any future period.

For the six months ended
For the year ended December 31, June 30,

2012 2013 2014 2014 2015

RMB (°000) RMB (°000) RMB (°000) RMB (°000) RMB (°000)

(unaudited)

Revenue ................cooviiiiiiinni. 10,812,041 12,827,020 14,894,003 7,388,120 8,504,456
Cost of sales......cooveviiiiiiiiint. (9,028,671) (10,239,151) (10,895,178) (5,453,671) (5,660,847)
Gross profit .......ccovveviiiiiiiininnn.. 1,783,370 2,587,869 3,998,825 1,934,449 2,843,609
Other income and gains ............... 51,580 67,189 114,093 52,921 129,867
Selling and distribution expenses . (732,388) (845,937) (1,097,599) (479,663) (908,076)
Administrative expenses............... (179,948) (223,416) (253,791) (129,872) (173,994)
Profit before tax......................... 922,614 1,585,705 2,761,528 1,377,835 1,891,406
Income tax eXpense...................... (230,026) (394,928) (684,812) (343,309) (374,345)
Profit for the year/period........... 692,588 1,190,777 2,076,716 1,034,526 1,517,061
Attributable to:
Owners of the parent ................... 692,588 1,190,777 2,076,716 1,034,526 1,517,061
Other comprehensive income..... — — — — —
Other comprehensive income to

be reclassified to profit or loss

in subsequent periods:
Exchange differences on

translation of foreign

OPETALIONS cevtevnieneineineieieieaneenes — — — — 14,803

Net other comprehensive income

to be reclassified to profit or

loss in subsequent periods ........ — — — — 14,803
Other comprehensive income

for the year/period, net of

X o — — — — 14,803

Total comprehensive income for
the year/period, net of tax...... 692,588 1,190,777 2,076,716 1,034,526 1,531,864

Attributable to:
Owners of the parent................ 692,588 1,190,777 2,076,716 1,034,526 1,531,864

Earnings per share attributable
to ordinary equity holders of
the parent:
Basic and diluted...........c.......... N/A N/A N/A N/A N/A
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The Six Months Ended June 30, 2015 Compared with the Six Months Ended June 30, 2014.

For the six months ended June 30,

2014 2015 2015 vs. 2014
% of % of
RMB (°000) Revenue RMB (°000) Revenue % Change
(unaudited)
Revenue ..........ccoooviiiiiiiiii, 7,388,120 100 8,504,456 100 15.1
Cost of sales ....ovvviviiiiiiiiii (5,453,671) (73.8) (5,660,847) (66.6) 3.8
Gross profit ......ccovevviiiiiiiiiiiii, 1,934,449 26.2 2,843,609 33.4 47.0
Other income and gains ........c...cc.cceeen. 52,921 0.7 129,867 1.5 145.4
Selling and distribution expenses .......... (479,663) (6.5) (908,076) (10.7) 89.3
Administrative eXpenses ......c...co.cceeeennes (129,872) (1.8) (173,994) (2.0) 34.0
Profit before tax .................................. 1,377,835 18.6 1,891,406 22.2 37.3
Income tax eXpense .........c..cooeeveeneeneenne. (343,309) (4.6) (374,345) 4.4) 9.0
Profit for the year/period ................... 1,034,526 14.0 1,517,061 17.8 46.6

Revenue

Our revenue increased by 15.1% from RMB7,388.1 million in the six months ended June 30,
2014 to RMB8,504.5 million in the same period of 2015.

Revenue from sales of our food products increased by 16.4% from RMB3,981.1 million in the
six months ended June 30, 2014 to RMB4,633.7 million in the same period of 2015, due to higher
revenues from our sales of products within all of our food product categories.

° Revenue from our sales of bread, cakes and pastries products increased by 9.3% from
RMB2,748.0 million in the six months ended June 30, 2014 to RMB3,003.2 million in the
same period of 2015, primarily due to strong growth in our sales of our existing pie
products, which were supported by our marketing efforts in further penetrating the modern
retail channel, strong growth in our sales of croissants, which we introduced in the first
quarter of 2014, and our introduction of pork floss pies and nut pies.

° Revenue from our sales of chips, fries and others products increased by 38.0% from
RMB674.3 million in the six months ended June 30, 2014 to RMB930.3 million in the same
period of 2015, primarily due to our increased marketing efforts to promote the sales of
potato chips, including introducing new flavors, our efforts to market these products in the
fast-growing snack food market, particularly through the modern retail channel, the
ramp-up of our sales of French fries, which we introduced in the second half of 2014, and
our higher sales of products in higher-margin packaging.

° Revenue from our sales of biscuit products increased by 25.3% from RMB558.8 million in
the six months ended June 30, 2014 to RMB700.2 million in the same period of 2015,
primarily due to the rising popularity and rapid ramp-up of our sales of Danish butter
cookies, which we introduced in the fourth quarter of 2014 and which we successfully
marketed following product launch, particularly in the modern retail channel.
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Revenue from sales of our beverage products increased by 13.6% from RMB3,407.1 million in
the six months ended June 30, 2014 to RMB3,870.7 million in the same period of 2015, due to the
increases in our revenue from sales of products within all of our beverage products categories.

° Revenue from our sales of herbal tea increased by 7.3% from RMB1,349.4 million in the
six months ended June 30, 2014 to RMB1,448.4 million in the same period of 2015,
primarily because of our marketing efforts to increase the sales of our differentiated
PET-bottled herbal tea.

° Revenue from our sales of plant-based and milk beverages increased by 20.3% from
RMBR857.3 million in the six months ended June 30, 2014 to RMB1,031.4 million in the
same period of 2015, primarily due to the robust growth in our sales of peanut milk
products in both PET-bottled and aseptic pack formats, as we increased our marketing
efforts and expanded our sales team’s support to our distributors to improve our penetration
through our sales channels.

° Revenue from our sales of energy drinks increased by 30.2% from RMB489.3 million in the
six months ended June 30, 2014 to RMB637.3 million in the same period of 2015, primarily
due to our continued focus on our flagship PET-bottled energy drinks targeting the
traditional trade and modern retail channels, which recorded rapid sales growth.

° Revenue from our sales of other beverages increased by 6.0% from RMB711.0 million in
the six months ended June 30, 2014 to RMB753.6 million in the same period of 2015,
primarily due to the ongoing growth in sales of our green plum green tea.

Cost of sales

Our cost of sales increased by 3.8% from RMB5,453.7 million in the six months ended June 30,
2014 to RMB5,660.8 million in the same period of 2015. Our cost of sales for food products increased
by 9.0% from RMB3,011.8 million in the six months ended June 30, 2014 to RMB3,284.2 million in
the same period of 2015. Our cost of sales for beverage products decreased by 2.7% from RMB2,441.9
million in the six months ended June 30, 2014 to RMB2,376.6 million in the same period of 2015. The
increase in our total cost of sales primarily included (i) a 4.6% increase in costs of raw materials from
RMB2,764.3 million in the six months ended June 30, 2014 to RMB2,891.8 million in the same period
of 2015, (ii) a 55.3% increase in tax surcharges from RMB46.9 million in the six months ended June
30, 2014 to RMB72.9 million in the same period of 2015, (iii) a 6.9% increase in wages and salaries
from RMB380.1 million in the six months ended June 30, 2014 to RMB406.2 million in the same
period of 2015, and (iv) a 1.4% increase in costs of packaging materials from RMB1,582.6 million in
the six months ended June 30, 2014 to RMB1,604.3 million in the same period of 2015.

The increase in our cost of sales was primarily as a result of the increased sales volumes of both
our food and beverage products. Our cost of sales per ton of food products sold remained relatively
stable. Our cost of sales per ton of beverage products sold decreased primarily as a result of decreases
in our average purchase prices for certain major raw materials and packaging materials, including
polyester chips, eggs, palm oil, powdered milk and mesona, offset in part by increases in our average
purchase prices for certain other raw materials, including peanuts.
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Gross profit

Our gross profit increased by 47.0% from RMB1,934.4 million in the six months ended June 30,
2014 to RMB2,843.6 million in the same period of 2015.

Our gross profit from sales of food products increased by 39.2% from RMB969.3 million in the
six months ended June 30, 2014 to RMB1,349.5 million in the same period of 2015. Our gross profit
margin from sales of food products increased from 24.3% in the six months ended June 30, 2014 to
29.1% in the same period of 2015, primarily due to improvements in our product mix, as we had higher
sales contribution from higher-margin products such as potato chips (including potato chips in

higher-margin packaging), Danish butter cookies, croissants, pork floss pies, nut pies and French fries.

Our gross profit from sales of beverage products increased by 54.8% from RMB965.2 million in
the six months ended June 30, 2014 to RMB1,494.1 million in the same period of 2015. Our gross
profit margin from sales of beverage products increased from 28.3% in the six months ended June 30,
2014 to 38.6% in the same period of 2015, primarily due to improvements in our product mix, as we
had higher sales contribution from higher-margin products including energy drinks, decreases in our
average purchase prices for certain major raw materials and packaging materials, and the higher

overall prices at which we sold beverage products.

Other income and gains

Our other income and gains increased significantly from RMB52.9 million in the six months
ended June 30, 2014 to RMB129.9 million in the same period of 2015, primarily due to an RMB74.2
million increase in government grants, mainly including grants in recognition of our contribution to

local economies and grants in relation to expansions of our production capacity.

Selling and distribution expenses

Our selling and distribution expenses increased by 89.3% from RMB479.7 million in the six
months ended June 30, 2014 to RMB908.1 million in the same period of 2015. As a percentage of
revenue, our selling and distribution expenses increased from 6.5% in the six months ended June 30,
2014 to 10.7% in the same period of 2015. These increases were primarily due to an RMB280.5
million increase in promotion expenses as we adjusted our pricing and marketing strategies to conduct
more marketing campaigns to strengthen our sales channels beginning from late 2014, an RMB80.7
million increase in logistics expenses, primarily because we permitted fewer of our customers to pick
up products at our factories to improve our distributor management, and an RMB76.0 million increase
in wages and salaries as we expanded our sales team to improve our penetration through the modern

retail, catering and specialty channels and to improve our distributor management.
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Administrative expenses

Our administrative expenses increased by 34.0% from RMB129.9 million in the six months
ended June 30, 2014 to RMB174.0 million in the same period of 2015. The increase was in line with
our expanded business scale. As a percentage of revenue, our administrative expenses increased from
1.8% in the six months ended June 30, 2014 to 2.0% in the same period of 2015.

Profit before tax

As a result of the foregoing, our profit before tax increased by 37.3% from RMB1,377.8 million
in the six months ended June 30, 2014 to RMB1,891.4 million in the same period of 2015.

Income tax expenses

Our income tax expense increased by 9.0% from RMB343.3 million in the six months ended June
30, 2014 to RMB374.3 million in the same period of 2015. Our effective tax rate decreased from
24.9% in the six months ended June 30, 2014 to 19.8% in the same period of 2015. This was primarily
because our subsidiaries, Chengdu Dali, Yunnan Dali, Gansu Dali and Shaanxi Dali, obtained
approvals from the relevant Chinese tax authorities in the first half of 2015 for eligibility for a 15%

preferential tax rate.

Profit for the period

As a result of the foregoing, our profit increased by 46.6% from RMB1,034.5 million in the six
months ended June 30, 2014 to RMB1,517.1 million in the same period of 2015.

The Year Ended December 31, 2014 Compared with the Year Ended December 31, 2013.

For the year ended December 31,
2013 2014 2014 vs. 2013

RMB (’000) % of Revenue RMB (°000) % of Revenue % Change

Revenue ........................l 12,827,020 100.0 14,894,003 100.0 16.1
Cost of sales......coooeeviiiiiiiiiil. (10,239,151) (79.8) (10,895,178) (73.2) 6.4
Gross profit ......cceeveeeiieiiineeinnnaenn. 2,587,869 20.2 3,998,825 26.8 54.5
Other income and gains ............... 67,189 0.5 114,093 0.8 69.8
Selling and distribution expenses . (845,937) (6.6) (1,097,599) (7.4) 29.7
Administrative eXpenses............... (223,416) (1.7) (253,791) (1.7) 13.6
Profit before tax......................... 1,585,705 12.4 2,761,528 18.5 74.2
Income tax expense...........c..cceeene. (394,928) (3.1) (684,812) (4.6) 73.4
Profit for the year/period........... 1,190,777 9.3 2,076,716 13.9 74.4
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Revenue

Our revenue increased by 16.1% from RMB12,827.0 million in 2013 to RMB14,894.0 million in
2014.

Revenue from sales of our food products increased by 14.6% from RMB7,414.6 million in 2013
to RMB8,495.4 million in 2014, due to higher revenues from our sales of products within all of our
food product categories.

° Revenue from our sales of bread, cakes and pastries products increased by 14.5% from
RMB4,999.5 million in 2013 to RMBS5,726.2 million in 2014, primarily due to strong
growth in our sales of soft French bread, our introduction of croissants, and our higher sales
of products packaged in boxes and bags as opposed to those in loose packaging.

° Revenue from our sales of chips, fries and others products increased by 19.3% from
RMB1,267.3 million in 2013 to RMB1,512.4 million in 2014, primarily due to our ongoing
introduction of potato chips in new flavors such as curry and beefsteak, our higher sales of
potato chips in higher-margin packaging, and our introduction of French fries.

° Revenue from our sales of biscuit products increased by 9.5% from RMB1,147.7 million in
2013 to RMB1,256.8 million in 2014, primarily due to the continued growth of the biscuit
market in China, and our introduction of Danish butter cookies.

Revenue from sales of our beverage products increased by 18.2% from RMBS5,412.5 million in
2013 to RMB6,398.6 million in 2014, due to higher revenues from our sales of products within all of
our beverage product categories.

° Revenue from our sales of herbal tea increased by 11.9% from RMB2,119.5 million in 2013
to RMB2,371.5 million in 2014, primarily due to our introduction of our differentiated
large-can herbal tea, which was well-received by consumers.

° Revenue from our sales of plant-based and milk beverages increased by 7.4% from
RMB1,690.9 million in 2013 to RMBI1,816.4 million in 2014, primarily due to the
increasing popularity of our peanut milk, partially offset by a decline in our sales of our
First Milk, as we prioritized resources for the production and sales of other beverage
products due to the relatively high price of powdered milk, a key raw material for First
Milk, in 2013 and 2014.

° Revenue from our sales of energy drinks increased significantly from RMB394.0 million in
2013 to RMB793.3 million in 2014, primarily due to our successful brand marketing and
the ramp up of our sales of our energy drinks, which we introduced in 2013, particularly
energy drinks in PET bottles.

° Revenue from our sales of other beverages increased by 17.3% from RMB1,208.2 million

in 2013 to RMB1,417.4 million in 2014, primarily due to our introduction of new mixed
porridge products and the rising popularity of our green plum green tea.
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Cost of sales

Our cost of sales increased by 6.4% from RMB10,239.2 million in 2013 to RMB10,895.2 million
in 2014. Our cost of sales for food products increased by 5.1% from RMB5,937.1 million in 2013 to
RMB6,237.7 million in 2014. Our cost of sales for beverage products increased by 8.3% from
RMB4,302.1 million in 2013 to RMB4,657.5 million in 2014. The increase in our cost of sales
primarily included (i) a 7.4% increase in our costs of packaging materials from RMB2,961.2 million
in 2013 to RMB3,179.0 million in 2014, (ii) a 10.7% increase in our manufacturing costs from
RMB1,187.5 million in 2013 to RMB1,314.6 million in 2014, and (iii) a 2.6% increase in our costs
of raw materials from RMB5,359.7 million in 2013 to RMB5,498.5 million in 2014.

The increase in our cost of sales was primarily as a result of the increased sales volumes of both
our food and beverage products. Both our cost of sales per ton of food products sold and our cost of
sales per ton of beverage products sold remained relatively stable.

Gross profit

Our gross profit increased by 54.5% from RMB2,587.9 million in 2013 to RMB3,998.8 million
in 2014. Our gross profit margin increased from 20.2% in 2013 to 26.8% in 2014.

Our gross profit from sales of food products increased by 52.8% from RMB1,477.5 million in
2013 to RMB2,257.7 million in 2014. Our gross profit margin from sales of food products increased
from 19.9% in 2013 to 26.6% in 2014, primarily due to improvements in our product mix, as we had
higher sales contribution from higher-margin products, such as potato chips, croissants, French fries
and Danish butter cookies which we introduced in 2014, and our products in higher-margin packaging,
and the higher overall prices at which we sold food products.

Our gross profit from sales of beverage products increased by 56.8% from RMB1,110.4 million
in 2013 to RMB1,741.1 million in 2014. Our gross profit margin from sales of beverage products
increased from 20.5% in 2013 to 27.2% in 2014, primarily due to improvements in our product mix,
as we had higher sales contribution from higher-margin products, including new products such as
energy drinks which we introduced in 2013, and existing products such as herbal tea and peanut milk,
and the higher overall prices at which we sold beverage products.

Other income and gains

Our other income and gains increased by 69.8% from RMB67.2 million in 2013 to RMB114.1
million in 2014, primarily as a result of (i) a 58.9% increase in government grants from RMB27.8
million in 2013 to RMB44.2 million in 2014, mainly including grants in recognition of our
contribution to local economies and grants in relation to expansions of our production capacity, and
(ii) a 27.2% increase in income from sales of scrap from RMB32.0 million in 2013 to RMB40.7
million in 2014.

Selling and distribution expenses

Our selling and distribution expenses increased by 29.7% from RMB845.9 million in 2013 to
RMB1,097.6 million in 2014. This increase was primarily attributable to a significant increase in
promotion expenses from RMBS58.5 million in 2013 to RMB159.9 million in 2014, as we adjusted our
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pricing and marketing strategies to conduct more marketing campaigns to strengthen our sales
channels beginning from late 2014, and we continued to expand our key accounts channel; a 50.9%
increase in wages and salaries of our sales team from RMB167.1 million in 2013 to RMB252.2 million
in 2014 as a result of increases in both headcount and average wages, including the expansion of our
sales team to improve our penetration through the modern retail, catering and specialty channels and
to improve our distributor management; and a 31.0% increases in logistics expenses from RMB254.1
million in 2013 to RMB332.8 million in 2014 to support the growth of our sales. As a percentage of
revenue, our selling and distribution expenses increased from 6.6% in 2013 to 7.4% in 2014.

Administrative expenses

Our administrative expenses increased by 13.6% from RMB223.4 million in 2013 to RMB253.8
million in 2014. This increase was in line with the 16.1% increase in our revenue. As a percentage of
revenue, our administrative expenses remained stable at 1.7% in both years.

Profit before tax

As a result of the foregoing, our profit before tax increased by 74.2% from RMB1,585.7 million
in 2013 to RMB2,761.5 million in 2014.

Income tax expenses

Our income tax expense increased by 73.4% from RMB394.9 million in 2013 to RMB684.8
million in 2014. Our effective tax rate remained relatively stable at 24.9% in 2013 and 24.8% in 2014.

Profit for the period

As a result of the foregoing, our profit increased by 74.4% from RMB1,190.8 million in 2013
to RMB2,076.7 million in 2014.

The Year Ended December 31, 2013 Compared with the Year Ended December 31, 2012.

For the year ended December 31,
2012 2013 2013 vs. 2012

RMB (’000) % of Revenue RMB (°000) % of Revenue % Change

Revenue ............cc.oeeviiiieiiniinnnns, 10,812,041 100.0 12,827,020 100.0 18.6
Cost of saleS....cceeiviiviiniiiiiiiiinanns, (9,028,671) (83.5) (10,239,151) (79.8) 13.4
Gross profit ......cceveeeuiieiiineeinnen, 1,783,370 16.5 2,587,869 20.2 45.1
Other income and gains ............... 51,580 0.5 67,189 0.5 30.3
Selling and distribution expenses . (732,388) (6.8) (845,937) (6.6) 15.5
Administrative expenses............... (179,948) (1.7) (223,416) (1.7) 24.2
Profit before tax......................... 922,614 8.5 1,585,705 12.4 71.9
Income tax exXpense..............eceeenn. (230,026) (2.1) (394,928) (3.1) 71.7
Profit for the year/period........... 692,588 6.4 1,190,777 9.3 71.9
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Revenue

Our revenue increased by 18.6% from RMB10,812.0 million in 2012 to RMB12,827.0 million in
2013, due to increases in our revenues from sales of both our food and beverage products.

Revenue from sales of our food products increased by 17.3% from RMB6,319.1 million in 2012
to RMB7,414.6 million in 2013, due to higher revenues from our sales of products within all our food

product categories.

° Revenue from our sales of bread, cakes and pastries products increased by 18.6% from
RMB4,216.5 million in 2012 to RMB4,999.5 million in 2013, primarily due to the rapid
ramp-up of our sales of European cakes, which we introduced in the second half of 2012,
and the strong growth of Swiss rolls, our pie products and soft French bread as a result of

our increased marketing efforts.

° Revenue from our sales of chips, fries and others products increased by 13.7% from
RMB1,114.8 million in 2012 to RMB1,267.3 million in 2013, primarily due to the overall
strong growth of China’s potato snacks market, and the rising popularity of our potato chips
among young consumers, as we introduced new flavors and packaging to appeal to those

consumers, and we increased marketing efforts to them.

° Revenue from our sales of biscuit products increased by 16.2% from RMB987.8 million in
2012 to RMB1,147.7 million in 2013, primarily due to our introduction of new Haochidian
biscuit products, the strong growth of China’s biscuit market, and our increased marketing

efforts.

Revenue from sales of our beverage products increased by 20.5% from RMB4,493.0 million in
2012 to RMB5,412.5 million in 2013, due to increases in our sales of herbal tea and plant-based and
milk beverages and our introduction of energy drinks, offset in part by lower sales of our other

beverages.

° Revenue from our sales of herbal tea increased by 3.6% from RMB2,046.2 million in 2012
to RMB2,119.5 million in 2013, primarily due to the growth in sales of our PET-bottled
herbal tea, which was a pioneering product in China’s herbal tea market with a majority
market share in terms of retail sales value in 2014 according to Frost & Sullivan, offset in
part by a decline in our sales of canned herbal tea as we reduced our production and sales

of small-can herbal tea in preparation for our launch of large-can herbal tea in 2014.

° Revenue from our sales of plant-based and milk beverage products increased by 36.3% from
RMB1,240.3 million in 2012 to RMB1,690.9 million in 2013, primarily due to the rapid
growth in sales of our peanut milk, including aseptic pack peanut milk which we introduced
in the fourth quarter of 2012.
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° Revenue from our sales of energy drinks which we introduced in the second quarter of 2013
was RMB394.0 million, which rapidly gained brand awareness among our core targeted
consumer groups, primarily young people, supported by our marketing efforts including our

sponsorship arrangement with the Chinese Basketball Association.

° Revenue from our sales of other beverages remained relatively stable at RMB1,206.5
million in 2012 and RMB1,208.2 million in 2013.

Cost of sales

Our cost of sales increased by 13.4% from RMB9,028.7 million in 2012 to RMB10,239.2 million
in 2013, primarily due to our higher level of sales. Our cost of sales for food products increased by
12.5% from RMBS5,277.9 million in 2012 to RMB5,937.1 million in 2013. Our cost of sales for
beverage products increased by 14.7% from RMB3,750.7 million in 2012 to RMB4,302.1 million in
2013. The increase in our cost of sales primarily included (i) a 12.9% increase in our costs of raw
materials from RMB4,747.3 million in 2012 to RMB5,359.7 million in 2013, (ii) a 14.7% increase in
our costs of packaging materials from RMB2,581.0 million in 2012 to RMB2,961.2 million in 2013,
and (iii) a 12.9% increase in our manufacturing costs from RMB1,052.1 million in 2012 to
RMB1,187.5 million in 2013.

The increase in our cost of sales was primarily as a result of the increased sales volumes of both
our food and beverage products. Our cost of sales per ton of food products sold decreased primarily
as a result of decreases in our average purchase prices for certain major raw materials, including sugar
and palm oil, offset in part by increases in our average purchase prices for others, including flour. Our
cost of sales per ton of beverage products sold increased primarily as a result of increases in our
average purchase prices for certain major raw materials, including powdered milk and mesona, offset
in part by decreases in our average purchase prices for certain other raw materials and packaging

materials, including sugar and polyester chips.

Gross profit

Our gross profit increased by 45.1% from RMB1,783.4 million in 2012 to RMB2,587.9 million
in 2013. Our gross profit margin increased from 16.5% in 2012 to 20.2% in 2013.

Our gross profit from sales of food products increased by 41.9% from RMB1,041.1 million in
2012 to RMB1,477.5 million in 2013. Our gross profit margin from sales of food products increased
from 16.5% in 2012 to 19.9% in 2013, primarily due to improvements in our product mix, including
higher sales contribution from higher-margin products such as potato chips, and decreases in our
average purchase prices for certain major raw materials, partially offset by our marketing the sales of
certain of our products in loose packaging, which generally had lower gross profit margins than those
packaged in boxes or bags, and the favourable prices at which we sold certain of our products as part

of our marketing strategies to expand our market shares.
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Our gross profit from sales of beverage products increased by 49.7% from RMB742.3 million in
2012 to RMB1,110.4 million in 2013. Our gross profit margin from sales of beverage products
increased from 16.5% in 2012 to 20.5% in 2013, primarily due to improvements in our product mix,
including higher sales contribution from higher-margin products, including new products such as
energy drinks which we introduced in 2013, and our existing products such as peanut milk, partially
offset by increases in our average purchase prices for certain major raw materials and the favourable
prices at which we sold certain of our products as part of our marketing strategies to expand our

market shares.
Other income and gains

Our other income and gains increased by 30.3% from RMBS51.6 million in 2012 to RMB67.2
million in 2013, primarily due to a 47.4% increase in our income from sales of scrap, and a 32.0%
increase in government grants, mainly including grants in recognition of our contribution to local
economies and grants in relation to expansions of our production capacity.
Selling and distribution expenses

Our selling and distribution expenses increased by 15.5% from RMB732.4 million in 2012 to
RMB845.9 million in 2013. This increase was in line with the 18.6% increase in our revenue from

2012 to 2013. As a percentage of revenue, our selling and distribution expenses remained relatively
stable at 6.8% in 2012 and 6.6% in 2013.

Administrative expenses

Our administrative expenses increased by 24.2% from RMB179.9 million in 2012 to RMB223.4
million in 2013. This increase was in line with the 18.6% increase in our revenue from 2012 to 2013.
As a percentage of revenue, our administrative expenses remained stable at 1.7% in both these years.

Profit before tax

As a result of the foregoing, our profit before tax increased by 71.9% from RMB922.6 million
in 2012 to RMB1,585.7 million in 2013.

Income tax expenses

Our income tax expense increased by 71.7% from RMB230.0 million in 2012 to RMB394.9
million in 2013. Our effective tax rate remained 24.9% in both 2012 and 2013.

Profit for the period

As a result of the foregoing, our profit increased by 71.9% from RMB692.6 million in 2012 to
RMB1,190.8 million in 2013.
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LIQUIDITY AND CAPITAL RESOURCES

Cash Flow

Our primary uses of cash during the Track Record Period were to pay for purchases of raw
materials and packaging materials and for capital expenditures. We financed our liquidity
requirements mainly through cash flows generated from our operating activities, as well as capital
contributions from our Controlling Shareholders. We also financed part of our capital expenditures for
production facilities and production lines through advances from our Controlling Shareholders.

The following table sets forth selected cash flow data from our consolidated cash flow statements
for the years indicated:

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000) RMB (°000)
(unaudited)
Net cash flows from operating
ACHIVITIES euuiiiiniiiiieeiineiiieeeia 1,206,602 1,729,339 2,490,726 1,104,548 2,406,651
Net cash flows used in investing
ACTIVITICS cevneiiieiiiieeiin e (894,777)  (907,838) (670,454) (498,093) (251,440)
Net cash flows used in financing
ACHIVITICS cevueiiieeiieeii e (325,945)  (563,100) (1,832,992) (573,147) (864,207)
Net increase/(decrease) in cash
and cash equivalents................. (14,120) 258,401 (12,720) 33,308 1,291,004
Cash and cash equivalents at the
beginning of year/period........... 397,290 383,170 641,571 641,571 628,851
Effect of foreign exchange rate
changes .....ccooevviiiiiiiinii, — — — — 14,803
Cash and cash equivalents at the
end of year/period .......c....c.....e. 383,170 641,571 628,851 674,879 1,934,658

Cash Flow Generated from Operating Activities

In the six months ended June 30, 2015, we had net cash inflows from operating activities of
RMB2,406.7 million, consisting of RMB2,140.2 million in net cash inflows generated from operating
activities before changes in working capital, net cash inflows of RMB636.8 million relating to changes
in working capital and tax paid of RMB370.4 million. Our net cash inflows generated from operating
activities before changes in working capital were primarily attributable to our profit before tax of
RMB1,891.4 million, adjusted for non-cash items, including primarily to add back depreciation of
RMB249.7 million and amortization of prepaid land lease payments of RMB5.9 million and to deduct
government grants recognized in profit or loss of RMB7.5 million. Our net cash inflows relating to
changes in working capital were primarily attributable to (i) a decrease in inventories of RMB366.3
million primarily due to the higher inventory levels that we typically maintain at year-end in
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connection with the upcoming Chinese New Year sales season, decreases in our purchase prices for
certain major raw materials and packaging materials, and our deferred purchases of certain raw
materials and packaging materials in anticipation of lower prices, (ii) an increase in trade and bills
payables of RMB241.7 million, primarily in line with our increased sales, as well as due to a deduction
of RMB117.4 million from our trade and bills payables as of December 31, 2014 as a distribution to
the Controlling Shareholders in connection with the Reorganization, and (iii) an increase in other
payables and accruals of RMB76.0 million primarily in line with our increased sales. These were
offset in part by an increase in trade receivables of RMB35.5 million, primarily because our sales
increased significantly, and because our year-end trade receivables are usually lower as a result of our
year-end collection efforts; and an increase in prepayments, deposits and other receivables of
RMB14.6 million.

In the six months ended June 30, 2014, we had net cash inflows from operating activities of
RMB1,104.5 million, consisting of RMB1,604.6 million in net cash inflows generated from operating
activities before changes in working capital, net cash outflows of RMB166.7 million relating to
changes in working capital and tax paid of RMB333.4 million. Our net cash inflows generated from
operating activities before changes in working capital were primarily attributable to our profit before
tax of RMB1,377.8 million, adjusted for non-cash items, including primarily to add back depreciation
of RMB225.1 million and amortization of prepaid land lease payments of RMBS5.5 million and to
deduct government grants recognized in profit or loss of RMB5.4 million. Our net cash outflows
relating to changes in working capital were primarily attributable to (i) an increase in trade receivables
of RMB145.1 million, primarily because our year-end trade receivables are typically lower as a result
of year-end collection efforts, (ii) a decrease in other payables and accruals of RMB95.2 million,
primarily due to our lower level of advances from customers, and (iii) a decrease in trade and bills
payables of RMBG61.5 million, primarily because we made higher purchases at the year-end 2013 in
connection with the upcoming Chinese New Year sales season. These were offset in part by (i) a
decrease in inventories of RMB71.4 million, primarily because we typically maintain higher levels of
inventories at year-end in connection with the upcoming Chinese New Year sales season and because
our purchase prices for certain major raw materials decreased, (ii) a decrease in prepayments, deposits
and other receivables of RMB38.5 million, primarily due to a decrease in prepayments to suppliers and
a reduction of VAT recoverable, and (iii) a decrease in pledged deposits of RMB25.3 million.

In 2014, we had net cash inflows from operating activities of RMB2,490.7 million, consisting of
RMB3,216.6 million in net cash inflows generated from operating activities before changes in working
capital, net cash inflows of RMB34.5 million relating to changes in working capital and tax paid of
RMB760.3 million. Our net cash inflows generated from operating activities before changes in
working capital were primarily attributable to our profit before tax of RMB2,761.5 million, adjusted
for non-cash items, including primarily to add back depreciation of RMB467.8 million and
amortization of prepaid land lease payments of RMB12.2 million and to deduct interest income from
a loan to a third party of RMB12.3 million and government grants recognized in profit or loss of
RMBI11.2 million. Our net cash inflows relating to changes in working capital were primarily
attributable to (i) a decrease in prepayments, deposits and other receivables of RMB58.7 million (after
distributing prepayments, deposits and other receivables of RMB21.6 million to the Controlling
Shareholder in connection with the Reorganization) primarily due to a decrease in prepayments to our
suppliers, (ii) a decrease in pledged deposits of RMB30.7 million primarily because a portion of our
bills payables was distributed to the Controlling Shareholders in connection with the Reorganization

— 220 —



FINANCIAL INFORMATION

in 2014, and (iii) an increase in trade and bills payables of RMB19.9 million (after distributing trade
and bills payables of RMB117.4 million to the Controlling Shareholders in connection with the
Reorganization) in line with our increased sales. These were offset in part by (i) an increase in trade
receivables of RMBS54.4 million (after distributing trade receivables of RMB80.4 million to the
Controlling Shareholders in connection with the Reorganization) in line with our increased sales, and
(ii) a decrease in other payables and accruals of RMB20.4 million (after distributing other payables
and accruals of RMB37.4 million to the Controlling Shareholders in connection with the
Reorganization) primarily due to our decreased advances from customers. For more information on our
distributions to the Controlling Shareholders in connection with the Reorganization, please see Note
32 to “Appendix I—Accountants’ Report” in this prospectus.

In 2013, we had net cash inflows from operating activities of RMB1,729.3 million, consisting of
RMB1,978.6 million in net cash inflows generated from operating activities before changes in working
capital, net cash inflows of RMB86.9 million relating to changes in working capital and tax paid of
RMB336.2 million. Our net cash inflows generated from operating activities before changes in
working capital were primarily attributable to our profit before tax of RMB1,585.7 million, adjusted
for non-cash items, including to add back depreciation of RMB387.6 million and amortization of
prepaid land lease payments of RMB10.1 million and to deduct government grants recognized in profit
or loss of RMB7.6 million. Our net cash inflows relating to changes in working capital were primarily
attributable to (i) an increase in trade and bills payables of RMB125.0 million in line with our
increased sales, (ii) a decrease in inventories of RMB112.4 million primarily due to our increased
purchases of raw materials at the year-end 2012 to stock our new production facilities and production
lines, and (iii) a decrease in prepayments, deposits and other receivables of RMB19.6 million
primarily due to a decrease in prepayments to our suppliers. These were offset in part by (i) an
increase in trade receivables of RMB141.6 million primarily due to our increased sales in the year
ended December 31, 2013 and our increased sales in the year-end sales season of 2013 in anticipation
of the 2014 Chinese New Year festival, which began earlier than the 2013 Chinese New Year festival,
(ii) a decrease in other payables and accruals of RMB16.3 million primarily due to our decreased
advances from customers, and (iii) an increase in pledged deposits of RMB12.3 million.

In 2012, we had net cash inflows from operating activities of RMB1,206.6 million, consisting of
RMB1,247.9 million in net cash inflows generated from operating activities before changes in working
capital, net cash inflows of RMB227.6 million relating to changes in working capital and tax paid of
RMB268.8 million. Our net cash inflows generated from operating activities before changes in
working capital were primarily attributable to our profit before tax of RMB922.6 million, adjusted for
non-cash items, including to add back depreciation of RMB315.1 million and amortization of prepaid
land lease payments of RMBS8.9 million. Our net cash inflows relating to changes in working capital
were primarily attributable to (i) an increase in trade and bills payables of RMB194.5 million
primarily in line with our increased sales, (ii) a decrease in trade receivables of RMB105.8 million
primarily because the year-end sales season of 2011 included the holiday sales season in anticipation
of the 2012 Chinese New Year festival, which began earlier than the 2013 Chinese New Year festival,
(iii) an increase in other payables and accruals of RMB85.4 million primarily due to an increase in
advances from customers, and (iv) a decrease in prepayments, deposits and other receivables of
RMB40.2 million primarily because of a decrease in prepayments to our suppliers, offset in part by
an increase in inventories of RMB198.7 million primarily because we increased purchases of raw
materials at the year-end 2012 to stock our production facilities that went into operation in 2012.
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Cash Flow Used in Investing Activities

In the six months ended June 30, 2015, our net cash flows used in investing activities were
RMB251.4 million. This was mainly attributable to (i) RMB213.5 million in purchases of property,
plant and equipment mainly in relation to our production and ancillary facilities, (ii) RMB32.2 million
in additions to prepaid land lease payments for certain production and ancillary facilities, and (iii)
RMB13.0 million in advances to a related party, which were repaid to us in July 2015. These were
offset in part by our receipts of asset-related government grants of RMB6.0 million primarily in
relation to certain production facilities.

In the six months ended June 30, 2014, our net cash flows used in investing activities were
RMB498.1 million. This was mainly attributable to (i) RMB325.3 million in purchases of property,
plant and equipment mainly in relation to certain production facilities and new production lines, (ii)
RMB200.0 million in a loan to a third party through an entrustment arrangement with a commercial
bank, which was repaid to us in 2014, and (iii) RMB19.3 million in additions to prepaid land lease
payments for certain production facilities. These were offset in part by our receipts of asset-related
government grants of RMB46.0 million.

In 2014, our net cash flows used in investing activities were RMB670.5 million. This was mainly
attributable to (i) our purchases of property, plant and equipment of RMB521.2 million primarily for
our production facilities under construction at Shaanxi Dali and Hebei Dali and new production lines,
(i) our loan of RMB200.0 million to Hubei Dali Estate Co., Ltd., a related party, and (iii) our
additions to prepaid land lease payments of RMB37.4 million for certain production facilities, offset
in part by (i) our receipts of asset-related government grants of RMB71.6 million, (ii) our interest
income received in respect of loans to a third party of RMB12.3 million, and (iii) our interest income
received in respect of a loan to a related party of RMB3.4 million.

In 2013, our net cash flows used in investing activities were RMB907.8 million. This was mainly
attributable to (i) our purchases of property, plant and equipment of RMB900.1 million primarily for
our production facilities under construction at Hebei Dali and Shaanxi Dali and new production lines,
and (ii) our additions to prepaid land lease payments of RMB55.0 million for certain production
facilities, offset in part by our receipts of asset-related government grants of RMB47.3 million.

In 2012, our net cash flows used in investing activities were RMB894.8 million. This was mainly
attributable to (i) our purchases of property, plant and equipment of RMB900.1 million primarily for
our new production facilities at Henan Dali, Guangdong Dali, Jiangsu Dali and Nanchang Dali that
went into operation in 2012, and (ii) our additions to prepaid land lease payments of RMB48.1 million
for certain production facilities, offset in part by our receipts of asset-related government grants of
RMBS53.8 million.

Cash Flow Used in Financing Activities
In the six months ended June 30, 2015, our net cash flows used in financing activities were
RMBS864.2 million. This was attributable to (i) our dividends paid to Fujian Dali of RMB1,125.8

million in connection with the Reorganization, (ii) our repayment of RMB649.0 million in amounts
due to a related party in connection with the Reorganization, and (iii) our repayment of advances from
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the Controlling Shareholders of RMB285.1 million. These were offset in part by proceeds of
RMBI1,110.0 million from issue of shares to CDH Delicacy, advances from the Controlling
Shareholders of RMB80.7 million and proceeds from a non-interest-bearing borrowing of RMBS5.0

million.

In the six months ended June 30, 2014, our net cash flows used in financing activities were
RMB573.1 million. This was attributable to (i) our repayment of RMB582.3 million in advances from
the Controlling Shareholders, (ii) our dividends paid to the Controlling Shareholders of RMB21.0
million, and (iii) our repayment of RMB16.1 million in advances from related parties. These were
offset in part by advances from the Controlling Shareholders of RMB37.3 million, and advances from
related parties of RMB9.0 million.

In 2014, our net cash flows used in financing activities were RMB1,833.0 million. This was
attributable to (i) our repayment of advances from the Controlling Shareholders of RMBI1,231.6
million, (ii) our distribution to the Controlling Shareholders of RMB561.9 million in connection with
our Reorganization, (iii) our dividends paid to the Controlling Shareholders of RMB&80.0 million, and
(iv) our repayment of advances from related parties of RMB17.0 million, offset in part by (i) advances
from the Controlling Shareholders of RMB48.5 million, and (ii) advances from related parties of
RMB9.0 million. Please see the section headed “History, Development and Reorganization—

Reorganization” for further information on the Reorganization.

In 2013, our net cash flows used in financing activities were RMB563.1 million. This was
attributable to (i) the acquisition of equity interest in certain subsidiaries by Fujian Dali, our
then-consolidated entity, from the Controlling Shareholders of RMB738.6 million as part of our
internal reorganization, (ii) our dividends paid to the Controlling Shareholders of RMB600.0 million,
(iii) our repayment of advances from the Controlling Shareholders of RMB503.4 million, and (iv) our
repayment of advances from related parties of RMB48.0 million, offset in part by (i) advances from
the Controlling Shareholders of RMB977.0 million, which were primarily used for the construction of
our production facilities and purchases of production lines, and (ii) capital contributions from the
Controlling Shareholders of RMB350.0 million.

In 2012, our net cash flows used in financing activities were RMB325.9 million. This was mainly
attributable to (i) our dividends paid to the Controlling Shareholders of RMB689.5 million, (ii) our
repayment of advances from the Controlling Shareholders of RMBS575.1 million, and (iii) the
acquisition of equity interest in certain subsidiaries by Fujian Dali, our then-consolidated entity, from
the Controlling Shareholders of RMB265.0 million as part of our internal reorganization, offset in part
by (i) advances from the Controlling Shareholders of RMB843.6 million, which were primarily used
for the construction of our production facilities and purchases of production lines, and (ii) capital
contributions from the Controlling Shareholders of RMB302.0 million.
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Current Assets and Liabilities

The following table sets forth our current assets and current liabilities by category as of the dates

indicated:
As of As of
As of December 31, June 30, September 30,
2012 2013 2014 2015 2015
RMB (°’000) RMB (°000) RMB (°000) RMB (°000) RMB (°000)
(unaudited)

Current Assets
Inventories......ccooviviviiiiiiiiiiiiininne, 1,212,807 1,098,544 1,090,443 723,824 814,375
Trade receivableS...............ooovvnenene. 76,120 217,696 191,756 227,264 267,446
Prepayments, deposits and other

receivables ....oooviviiiiiiii 207,484 175,867 86,831 97,267 105,631
Available-for-sale investments ....... — — — — 435,000
Due from a related party ................ — — — 13,000 —
Tax recoverable .........ccooviviviiiiinin. — — — 11,144 —
Pledged deposits.......ccuvvenvieniennnennnes 24,670 36,926 6,205 3,350 6,340
Cash and cash equivalents .............. 383,170 641,571 628,851 1,934,658 1,284,688
Total current assets....................... 1,904,251 2,170,604 2,004,086 3,010,507 2,913,480
Current Liabilities
Trade and bills payables................. 743,168 868,197 770,615 1,012,364 1,123,376
Other payables and accruals .......... 901,048 899,725 812,702 891,100 866,629
Other borrowings.......c...ccoccoeeeeiiann. — — — 5,000 1,505,000
Due to the Controlling

Shareholders..........cccooeveiininnnnn.. 862,023 1,335,594 204,411 — —
Due to related parties .............c.uene. 58,000 9,958 3,081,750 2,432,729 —
Tax payable ....ccocoveviiiiiiniininiiane, 30,708 98,342 133,749 129,308 161,210
Dividends payable .........ccoeveninniann. — — 1,125,756 — —
Total current liabilities................. 2,594,947 3,211,816 6,128,983 4,470,501 3,656,215
Net current liabilities.................... (690,696) (1,041,212) (4,124,897) (1,459,994) (742,735)

Our net current liabilities positions as of December 31, 2012, 2013 and 2014 and June 30 and
September 30, 2015 were mainly a result of our expansion of our production facilities and our
Reorganization as explained in the following. We had net current liabilities of RMB690.7 million as
of December 31, 2012 and RMB1,041.2 million as of December 31, 2013, mainly because in 2012 and
2013 we used cash generated from operating activities, capital contributions from our Controlling
Shareholders and advances of RMB843.6 million in 2012 and RMB977.0 million in 2013 from the
Controlling Shareholders to purchase property, plant and equipment and prepaid land lease payments
for certain production facilities and to purchase production lines, and incurred amounts due to the
Controlling Shareholders when Fujian Dali, our then-consolidated entity, purchased equity interest in
certain subsidiaries from the Controlling Shareholders.
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We had significant net current liabilities of RMB4,124.9 million as of December 31, 2014,
mainly because in 2014 (i) we incurred RMB3,081.8 million in amount due to related parties,
including RMB2,575.6 million for purchasing operating subsidiaries, operating assets and working
capital from Fujian Dali, which was excluded from our consolidated group on December 31, 2014 as
part of our Reorganization, and RMB506.2 million as non-trade payables to Fujian Dali, (ii) we had
dividends payable to Fujian Dali of RMB1,125.8 million as a result of our Reorganization, and (iii)
we used cash generated from operating activities and advances of RMB48.5 million from the
Controlling Shareholders to purchase property, plant and equipment and prepaid land lease payments
for certain production facilities and to purchase production lines. In connection with the
Reorganization, Fujian Dali retained certain assets and liabilities in the Business Transfer. We have
treated these assets and liabilities, together with our consideration for the purchase of operating
subsidiaries, operating assets and working capital from Fujian Dali, as distribution to the Controlling
Shareholders in connection with the Reorganization. For details of the assets and liabilities distributed
to and retained by the Controlling Shareholders in connection with the Reorganization, see Note 32
to “Appendix I-—Accountants’ Report” to this prospectus.

We had net current liabilities of RMB1,460.0 million as of June 30, 2015. This net current
liability position was primarily because we had significant net current liabilities as of December 31,
2014 and, to a lesser extent, because we used cash generated from operating activities and advances
of RMB2.6 million from Controlling Shareholders to purchase property, plant and equipment and
prepaid land lease payments for certain production facilities and ancillary facilities and to purchase
production lines in the six months ended June 30, 2015. The decrease in our net current liabilities as
of June 30, 2015 compared to December 31, 2014 was mainly because we had significant net cash
inflows from our operating activities.

We had net current liabilities of RMB742.7 million as of September 30, 2015 compared to net
current liabilities of RMB1,460.0 million as of June 30, 2015. This decrease in net current liabilities
was primarily due to our repayment of RMB2,432.7 million in amounts due to related parties, offset
in part by an RMB1,500.0 million increase in other borrowings, which we incurred to repay the
amounts due to related parties. Our trade receivables increased by 17.7% from RMB227.3 million as
of June 30, 2015 to RMB267.4 million as of September 30, 2015, primarily due to our collection
efforts in June 2015 and, to a lesser extent, our increased sales (typically credit sales) to key accounts.
We had available-for-sale financial assets of RMB435.0 million as of September 30, 2015, composed
of two principal-guaranteed wealth management products (with terms of 181 days and 182 days,
respectively) that we purchased from banking institutions in China in September 2015. The pay-out
of these wealth management products is linked to financial assets including primarily bills issued by
the PBOC, policy bank bonds and commercial paper. In addition, our cash and cash equivalents as of
September 30, 2015 included a structured deposit (principal-guaranteed) of RMB154.0 million with
a Chinese commercial bank; this deposit had a term of 91 days and an interest rate comprising a fixed
component and a floating component based on specified price ranges of gold. We made such
investments in accordance with the authorization of the board of directors of Dali (PRC) and as
approved by our chief financial officer. We purchase wealth management products as an auxiliary
means to improve utilization of our cash-on-hand on a short-term basis, and we have implemented
internal policies and control measures to oversee these investments. In accordance with these internal
policies and control measures, we only purchase principal-guaranteed wealth management products
issued by banking institutions that have terms within one year and relatively low risks. Before making
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the investments, we evaluate our cash-on-hand, our expected fund demands for our business
operations and market conditions for wealth investment products. Our finance department conducts
investments in China within the authorizations of the directors of Dali (PRC) and as approved by our
chief financial officer, and manages the relevant investment risks, and our internal audit department
inspects the flow of funds for these investments to ensure the safety of the funds.

We borrowed three one-year term entrusted loans in the aggregate principal amount of RMB1.5
billion from a third-party wealth management company through a commercial bank (to whom the
wealth management company was an affiliate) on August 7, 2015. We have used the proceeds of these
loans to pay part of the amounts due to related parties incurred from our purchases of operating
subsidiaries, operating assets and working capital from Fujian Dali as part of the Reorganization. As
of September 30, 2015, we had a committed and undrawn credit facility of RMB2.0 billion from a
commercial bank for liquidity requirements of our businesses. Our Directors believe that given this
credit facility available to us, the future cash flows generated from our operating activities and the
proceeds that we expect to receive from the Global Offering, we will be able to improve our liquidity
position after Listing. Please see the section headed “Risk Factors—Risks Relating to Our
Business—We had net current liabilities as of December 31, 2012, 2013 and 2014, June 30, 2015 and
September 30, 2015 and we cannot assure you that we will not continue to record net current
liabilities” for further information.

Inventories
Our inventories consist primarily of raw materials and, to a lesser extent, finished goods.

The following table sets forth a summary of our total inventories as of each date indicated:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000)
Raw materials and packaging materials 930,955 810,376 684,613 441,072
Finished goods......c.ccoccvviiiniiiiniinin. 281,852 288,168 405,830 282,752
Total.......coovniiiii 1,212,807 1,098,544 1,090,443 723,824

Our inventories decreased by 9.4% from RMB1,212.8 million as of December 31, 2012 to
RMB1,098.5 million as of December 31, 2013, primarily because we increased purchases of raw
materials at the year-end 2012 to stock certain of our new production facilities that went into operation
in 2012. Our inventories as of December 31, 2014 remained relatively stable at RMB1,090.4 million
compared to the prior year despite a 16.1% increase in our revenue, and our inventories decreased by
33.6% from December 31, 2014 to RMB723.8 million as of June 30, 2015, primarily due to decreases
in our purchase prices for certain major raw materials and packaging materials, our deferred purchases
of certain raw materials and packaging materials in anticipation of lower prices, and our improved
management of inventory levels. The decrease in our inventories from December 31, 2014 to June 30,
2015 was also because we typically maintain higher inventory levels at year-end in connection with
the upcoming Chinese New Year sales season.
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We periodically assess impairment to inventories and record impairment to inventories in our
cost of sales when their cost is lower than their net realizable value. We recorded impairment of
inventories of RMBO0.2 million, RMB1.9 million, RMBO0.2 million and RMBO0.3 million in 2012, 2013,
2014 and the six months ended June 30, 2015, respectively. These impairments were primarily because
we made changes in our packaging for some of our products, which made the old packaging obsolete.

The following table sets forth our inventory turnover days during the period indicated:

For the six
months ended

For the year ended December 31, June 30,
2012 2013 2014 2015
Inventory turnover days‘" .................... 45.0 41.2 36.7 29.3

Note:

(1)  Inventory turnover days for each one-year period equals the average of the beginning and ending inventory for that year
divided by cost of sales for that year and multiplied by 365 days, and the inventory turnover days for a six-month period
equals the average of the beginning and ending inventory for that period divided by the cost of sales for that period and

multiplied by 183 days.

Our inventory turnover days decreased from 45.0 days in 2012 to 41.2 days in 2013 and further
to 36.7 days in 2014, primarily due to (i) decreases in prices of certain of our major raw materials and
packaging materials during the Track Record Period, (ii) our deferred purchases of certain raw
materials and packaging materials in anticipation of lower prices, and (iii) our improved management
of inventory levels during the Track Record Period.

As of September 30, 2015, RMB678.2 million, or 93.7%, of our inventory balance as of June 30,
2015 had been sold or utilized.

Trade Receivables

During the Track Record Period, we required most of our distributors to make payment for their
purchases from us upon or prior to delivery of the products. However, we granted credit terms of not
more than 30 days after the date of delivery of our products to certain of our distributors that made
relatively large purchases from us, had relatively large business scale and had good credit records. We
assess the credit worthiness of our distributors through inquiries into their credit profiles and by
collecting and reviewing materials regarding their operating history, sales performance, relationship
history with us, past credit problems and financial conditions. We limit the amounts of these credits
available to distributors, and regularly review the credit terms we grant to them. We generally grant
credit periods of 30 to 90 days after the date of delivery of our products to certain key accounts based
on our contracts with the key accounts.

Our trade receivables increased significantly from RMB76.1 million as of December 31, 2012 to

RMB217.7 million as of December 31, 2013, primarily due to (i) an 18.6% increase in our total
revenue, and (ii) our increased sales in the year-end sales season of 2013 in anticipation of the 2014
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Chinese New Year festival starting on January 31, 2014, while the 2013 Chinese New Year festival
started later. Our trade receivables as of December 31, 2014 decreased by 11.9% to RMB191.8 million
compared to the prior year. This was primarily due to our distribution of trade receivables of RMB80.4
million to our Controlling Shareholders in connection with the Reorganization, offset in part by our
increased sales. Our trade receivables increased by 18.5% from December 31, 2014 to RMB227.3
million as of June 30, 2015 primarily because our sales increased significantly, and because trade
receivables at the year-end are usually comparatively lower as a result of our year-end collection

efforts.

The following table sets forth an aging analysis, based on invoice date, of our trade receivables

(net of impairment losses for bad and doubtful debts) as of the dates indicated:

As of December 31, As of June 30,
2012 2013 2014 2015

RMB (°000) RMB (°000) RMB (°000) RMB (°000)

Within 90 days......ccooveviiiiiiiiiiiin, 66,734 200,471 181,125 195,617
91 to 180 daysS.cocvvevveriiiiiiiiiiiieieieen, 3,181 15,852 8,956 29,096
181 to 365 days ...oeeveveiiiiiiiiiiiiiiiean, 5,684 1,090 1,395 2,551
OVEer @ Yeal..iuiiuiiniiiiiiiicieieeeeeen 521 283 280 —
Total............oooi 76,120 217,696 191,756 227,264

During the Track Record Period, a substantial majority of our trade receivables were aged within
90 days.

We recorded impairment of trade receivables of RMBO0.9 million, RMB0.9 million, RMBO0.7
million and RMBO0.7 million in 2012, 2013, 2014 and the six months ended June 30, 2015. These
impairments related primarily to independent distributors that wound up their businesses.

The table below sets forth our trade receivables turnover days for the periods indicated:

For the six
months ended

For the year ended December 31, June 30,
2012 2013 2014 2015
Trade receivables turnover days‘"........ 4.4 4.2 5.0 4.5

Note:

(1)  Trade receivables turnover days for each one-year period equals the average of the beginning and ending balances of
trade receivables for that year divided by revenue for that year and multiplied by 365 days, and the trade receivables
turnover days for a six-month period equals the average of the beginning and ending balances of trade receivables for

that period divided by revenue for that period and multiplied by 183 days.
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Our trade receivables turnover days were 4.4, 4.2, 5.0 and 4.5 days in 2012, 2013, 2014 and the
six months ended June 30, 2015, respectively. We maintained relatively short turnover days during the
Track Record Period mainly because we required most of our distributors to pay for products from us
upon or before the delivery of our products.

As of September 30, 2015, we had collected RMB217.5 million, or 95.7%, of the outstanding
balance amount of our trade receivables as of June 30, 2015.

Prepayments, Deposits and Other Receivables

During the Track Record Period, our prepayments, deposits and other receivables consisted
primarily of prepayments to suppliers, value added tax (“VAT”) recoverable, prepayments for
advertising services, and deposits. Our sales of food and beverage products are subject to Chinese
VAT. Under Chinese law, input VAT on purchases can be deducted from output VAT payable. Our VAT
recoverable is the net difference between output VAT and deductible input VAT as of the relevant date.

The following table sets forth our prepayment, deposits and other receivables as of the dates

indicated:
As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000)
Prepayments to supplierS.........c..c..eeneee. 84,621 76,826 32,560 50,415
VAT recoverable.........coooovviiiiiiiiiiniinin. 82,327 54,424 20,018 4,209
Prepayments for advertising services.... 8,587 20,433 20,908 31,995
DepOsits .. 25,000 13,000 4,200 —
Other receivables ...ooooiviviiiiiiiiiiiiiiins 6,949 11,184 9,145 10,648
Total......coooviei 207,484 175,867 86,831 97,267

Our prepayments, deposits and other receivables decreased by 15.2% to RMB175.9 million as of
December 31, 2013 compared to the prior year, primarily due to an RMB27.9 million reduction in VAT
recoverable mainly for equipment purchased for certain of our production facilities and new
production lines as they went into operation in 2012 and ramped up sales in 2013, an RMB12.0 million
decrease in deposits, as well as an RMB7.8 million decrease in prepayments to suppliers primarily as
a result of our increased bargaining power. This was offset in part by an RMB11.8 million increase
in prepayments for advertising services due to our increased marketing campaigns in 2013.

Our prepayments, deposits and other receivables decreased significantly to RMB86.8 million as
of December 31, 2014 compared to the prior year. This was due in part to our distribution of
prepayments, deposits and other receivables of RMB21.6 million to our Controlling Shareholders in
connection with the Reorganization, as well as (i) an RMB44.3 million decrease in our prepayments
to suppliers as a result of our increased bargaining power, and (ii) an RMB34.4 million reduction in
VAT recoverable mainly for equipment purchased for certain of our production facilities and new
production lines as we continued to ramp up sales.
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Our prepayments, deposits and other receivables increased by 12.0% to RMB97.3 million as of
June 30, 2015 compared to December 31, 2014, primarily due to an RMB17.9 million increase in
prepayments to suppliers as we purchased more raw materials and packaging materials to prepare for
the peak season sales of our beverage products in summer, and an RMBI11.1 million increase in
prepayments for advertising services primarily in relation to advertising for our new products. These
were offset in part by an RMB15.8 million reduction in VAT recoverable mainly for equipment
purchased for certain of our production facilities and new production lines as we continued to ramp
up sales and for certain other production facilities and production lines that went into operation in the
first half of 2015.

Trade and Bills Payables

Our trade and bills payables primarily include trade payables, and to a lesser extent, bills
payables for purchases of raw materials and packaging materials. Our bills payables were secured by
pledges of our short-term deposits in the amount of RMB24.7 million, RMB36.9 million, RMB6.2
million and RMB3.4 million as of December 31, 2012, 2013 and 2014 and June 30, 2015. Our trade
payables are generally non-interest-bearing and settled within 30 days of our suppliers’ delivery of the

products to us. Our bills payables are generally non-interest-bearing and settled within 90 days.

The following table sets forth our trade and bills payables by category as of the dates indicated:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000)
Trade payables .........oovoeeeeveveeeeeeeenn 718,498 831,271 759,210 1,005,664
Bills payables ........ooeveeeeeeeeeeeeennn, 24,670 36,926 11,405 6,700
TOLAL.....eoeeeeeeeeeeeeee e 743,168 868,197 770,615 1,012,364

Our trade and bills payables increased by 16.8% to RMB868.2 million as of December 31, 2013
compared to the prior year in line with our increased sales. Our trade and bills payables decreased by
11.2% to RMB770.6 million as of December 31, 2014 compared to the prior year. This was primarily
due to our distribution of trade and bills payables of RMBI117.4 million to our Controlling
Shareholders in connection with the Reorganization, offset in part by our increased sales. Our trade
and bills payables increased by 31.4% to RMB1,012.4 million as of June 30, 2015 compared to
December 31, 2014, primarily in line with our increased sales, as well as due to the deduction of
RMB117.4 million from the trade and bills payables as of December 31, 2014 as distribution to the
Controlling Shareholders in connection with the Reorganization.
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The following table sets forth an aging analysis of our trade and bills payables as of the dates

indicated, based on the transaction dates:

As of December 31, As of June 30,
2012 2013 2014 2015

RMB (°000) RMB (°000) RMB (°000) RMB (°000)

Within 90 days......ccoveeviiiiiiiiiiiiin, 701,761 814,667 720,848 941,371
91 t0 365 dayS.cocvvenviniiiiiii 31,490 39,683 33,159 62,645
1 t0 2 YEATS evviineiiiiieiieeieiieeieeeie e 7,104 7,871 11,311 7,031
OVer 2 YEArS c.uevnieniiniieieieieieeeeeen, 2,813 5,976 5,297 1,317
Total............ooooi 743,168 868,197 770,615 1,012,364

During the Track Record Period, a substantial majority of our trade and bills payables were aged
within 90 days.

The following table sets forth our trade and bills payables turnover days for the periods

indicated:

For the six
months ended

For the year ended December 31, June 30,
2012 2013 2014 2015
Trade and bills payables turnover
days™ Lo 26.1 28.7 27.5 28.8

Note:

(1)  Trade and bills payables turnover days for each one-year period equals the average of the beginning and ending trade
and bills payables for that year divided by cost of sales for that year and multiplied by 365 days, and the trade and bills
payables turnover days for a six-month period equals the average of the beginning and ending trade and bills payables

for that period divided by cost of sales for that period and multiplied by 183 days.

Our trade and bills payables turnover days were 26.1, 28.7, 27.5 and 28.8 days in 2012, 2013,
2014 and the six months ended June 30, 2015. The increase in our trade and bills payable turnover
days from 26.1 days in 2012 to 28.7 days in 2013 was primarily because we enjoyed better credit terms
from our suppliers in 2013 due to our increased bargaining power. The decrease in our trade and bills
payables turnover days from 28.7 days in 2013 to 27.5 days in 2014 was primarily due to the deduction
of RMB117.4 million in trade and bills payables as of December 31, 2014, which we distributed to

our Controlling Shareholders in connection with the Reorganization.
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Other Payables and Accruals

The following table sets forth our other payables and accruals as of the dates indicated:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (’000) RMB (°000) RMB (°000)
Advances from customers .................... 506,868 410,274 353,141 330,825
Payables for purchase of property,
plant and equipment .............c..oconeeen. 166,502 194,000 178,851 169,248
Payables for purchase of prepaid land
lease payments ........cooeeueeneinieneeneennen. 63,730 51,230 37,217 49,175
Payroll and welfare payables................ 56,316 73,527 85,161 108,189
Other tax payable.......cooccoeeiiiiiiiniiann.. 69,138 98,178 90,222 109,806
Other payables......cccovvvviiiiiiniiiiiieeann, 38,494 72,516 68,110 123,857
Total......cooovniiii 901,048 899,725 812,702 891,100

Our other payables and accruals remained relatively stable as of December 31, 2012 and 2013
despite an 18.6% increase in our revenue, primarily due to (i) an RMB96.6 million decrease in
advances from customers as we granted credit terms of no more than 30 days to more of our
distributors, and (ii) an RMB12.5 million decrease in payables for purchase of prepaid land lease
payments, offset in part by (i) an RMB34.0 million increase in other payables, including logistics
expenses and utilities, and an RMB29.0 million increase in other tax payable, both in line with our
increased sales, (ii) an RMB27.5 million increase in our payables for purchase of property, plant and
equipment at the year-end 2013 mainly for the construction of certain of our production facilities and
purchases of new production lines, and (iii) an RMB17.2 million increase in payroll and welfare
payables due to the increase in average wages.

Our other payables and accruals as of December 31, 2014 decreased by 9.7% to RMB812.7
million compared to the prior year. This was in part due to our distribution of other payables and
accruals of RMB37.4 million to our Controlling Shareholders in connection with the Reorganization,
as well as (i) an RMB57.1 million decrease in advances from customers, as we granted credit terms
of no more than 30 days to more of our distributors, and (ii) an RMB15.1 million decrease in our
payables for purchases of property, plant and equipment and an RMB14.0 million decrease in payables
for purchase of prepaid land lease payments, as most of our construction works for our production
facilities at the year-end 2013 were completed or close to completion as at the year-end 2014. These
decreases were offset in part by an RMB11.6 million increase in payroll and welfare payables due to
the increase in headcount and average wages.

Our other payables and accruals increased by 9.6% to RMB891.1 million as of June 30, 2015
compared to December 31, 2014 primarily due to (i) an RMB55.7 million increase in our other
payables and an RMB19.6 million increase in our other tax payable, in line with our increased sales,
(i1) an RMB23.0 million increase in payroll and welfare payables as a result of the increased
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headcount and average wages of our sales and administrative personnel, and (iii) an RMB12.0 million
increase in payables for purchase of prepaid land lease payments for certain of our production
facilities. These increases were offset in part by (i) an RMB22.3 million decrease in advances from
customers because we had higher advances from customers at the year-end of 2014 in anticipation of
Chinese New Year sales season, and (ii) an RMB9.6 million decrease in payables for purchase of
property, plant and equipment.

Related Party Transactions

The following table sets forth amounts due to the Controlling Shareholders and amounts due to
related parties as of the dates indicated:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000)
Due to the Controlling Shareholders .... 862,023 1,335,594 204,411 —
Due to related parties.........ccocvvenevnnennen. 58,000 9,958 3,081,750 2,432,729
Total......cooooiiiii 920,023 1,345,552 3,286,161 2,432,729

As of December 31, 2012, 2013 and 2014 and June 30, 2015, our amount due to the Controlling
Shareholders was RMB862.0 million, RMB1,335.6 million, RMB204.4 million and zero, respectively.
These amounts were non-trade in nature, and were unsecured, interest-free and payable on demand.
The RMB473.6 million increase in the amount due to the Controlling Shareholders as of December 31,
2013 compared to the prior year mainly related to advances from the Controlling Shareholders to fund
our construction of production facilities and purchases of production lines. The RMB1,131.2 million
decrease in our amount due to the Controlling Shareholders as of December 31, 2014 compared to the
prior year was mainly because of our repayment of part of the advances from the Controlling
Shareholders.

As of December 31, 2012, 2013 and 2014 and June 30, 2015, our amount due to related parties
other than the Controlling Shareholders was RMBS58.0 million, RMB10.0 million, RMB3,081.8
million and RMB2,432.7 million, respectively. Such related parties are wholly-owned subsidiaries of
the Controlling Shareholders. These amounts were non-trade in nature, and were unsecured,
interest-free and payable on demand. The RMB3,071.8 million increase in the amount due to related
parties other than the Controlling Shareholders as of December 31, 2014 compared to the prior year
was mainly because Fujian Dali became a related party on December 31, 2014 and we incurred
RMB3,081.8 million of amount due to related parties, including RMB2,575.6 million for purchases of
operating subsidiaries, operating assets and working capital from Fujian Dali on December 31, 2014
as part of the Reorganization and RMB506.2 million as non-trade payables to Fujian Dali as a result
of the Reorganization. The decrease in amount due to related parties as of June 30, 2015 compared to
December 31, 2014 was primarily because we repaid an amount due to related parties of RMB649.0
million to Fujian Dali using cash flows from our operating activities. Please see the section headed
“History, Development and Reorganization—Reorganization” for further information on the
Reorganization. We have repaid all these amounts due to the Controlling Shareholders and other
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related parties. As part of these repayment efforts, we borrowed three one-year term entrusted loans
in the aggregate principal amount of RMB1.5 billion and at the interest rate of 4.365% from a
third-party wealth management company through a commercial bank on August 7, 2015. We have used
the proceeds of these loans to pay part of the amounts due to related parties incurred from our
purchases of operating subsidiaries, operating assets and working capital from Fujian Dali as part of
the Reorganization.

In addition, we provided an entrusted loan to a related party and received interest income of
RMB3.4 million from a related party in 2014. This loan was distributed to our Controlling
Shareholders as of December 31, 2014 as part of the Reorganization. As part of the Reorganization,
certain of our then properties and prepaid land lease payments were retained by Fujian Dali. We leased
all those properties and land use rights from Fujian Dali starting from January 2015. We provided an
interest-free non-trade advance to Hubei Dali Estate Co., Ltd., a related party, in June 2015, which was
repaid to us in July 2015. For more information on our related party transactions, please see Note 36
to “Appendix [—Accountants’ Report” to this prospectus.

The Directors confirm that all related party transactions during the Track Record Period as
referred to in Note 36 to “Appendix [—Accountants’ Report” to this prospectus were entered into on
normal commercial terms and except for the transactions disclosed in the section headed “Connected

]

Transaction,” all other related party transactions that were non-trade in nature will be discontinued

after Listing.

Capital Expenditures

The following table sets forth our capital expenditures for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
RMB (’000) RMB (°000) RMB (’000) RMB (°000) RMB (°000)
(unaudited)

Allocated capital expenditures:
Food segment...........coeeuviiniininnann. 228,297 251,781 266,782 71,816 73,999
Beverage segment .............c.eeenenn. 617,863 568,164 486,646 258,573 117,731
Subtotal .......cooiiiii 846,160 819,945 753,428 330,389 191,730
Unallocated capital expenditures .. 328,240 162,308 32,627 23,979 71,613
Total capital expenditures.......... 1,174,400 982,253 786,055 354,368 263,343

Our capital expenditures during the Track Record Period comprised expenditures on property,
plant and equipment, intangible assets and prepaid land lease payments. These related primarily to our
production facilities at Henan Dali, Guangdong Dali, Jiangsu Dali and Nanchang Dali that went into
operation in 2012, our production facilities at Hebei Dali that went into operation in 2014 and our
production facilities at Shaanxi Dali that went into operation in the first quarter of 2015, as well as
for newly purchased production lines for both our food and beverage segments. During the Track
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Record Period, we financed our capital expenditure primarily with cash flows generated from our
operating activities, as well as amounts due to the Controlling Shareholders. The table below sets forth
our projects requiring capital expenditures as of September 30, 2015, the capital expenditures made
for these projects through September 30, 2015 and the expected capital expenditures for these projects
from October 1, 2015 to December 31, 2015, based on our experience, management’s estimate and our

internal budget:

Expected capital
Capital expenditures expenditures from

made through October 1 to
September 30, 2015 December 31, 2015
Project (RMB’000) (RMB’000)
Shaanxi Dali production facility ..............ccocooii. 76,750 16,709
Xiamen Dali office building ........ccooviviiiiiiiiiiiiiien 48,922 43,212
Shenyang Dali production facility ............cooeeeiiiiiiiiiiiniin. 45,358 —
Purchases of equipment............c.oooiviiiiiiiiiii 70,053 80,941

Total .o 241,084 140,862

Our expected capital expenditures may vary from the amounts actually expended for a variety of
reasons, including changes in market conditions and other factors. We plan to finance these capital
expenditures mainly with cash flows generated from operating activities and proceeds from the Global

Offering.
Capital Commitments and Operating Lease Commitments

The following tables sets forth our capital commitments at the dates indicated:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (’000) RMB (°000) RMB (°000) RMB (’000)
Contracted, but not provided for:
Property, plant and equipment........... 330,446 510,580 319,085 229,436

Our capital commitments during the Track Record Period were primarily for the construction of
certain production facilities and purchases of production lines. We plan to finance our capital
commitments with cash flows generated from operating activities and proceeds from the Global

Offering.
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The following table sets forth our future minimum lease payments under non-cancellable

operating lease payables:

As of December 31, As of June 30,
2012 2013 2014 2015
RMB (°000) RMB (°000) RMB (°000) RMB (°000)
Within one year ........cooeeviiiiiiiiinninnnen. — — — 17,039
In the second to fifth years, inclusive .. — — — 68,155
After five years.......covevviviiiiiniiniinennnnn. — — — 76,675
Total...........cooooii — — — 161,869

The operating lease commitments related to our lease of certain properties and land in China

from Fujian Dali. This lease has a term of ten years.

Indebtedness

Except for amounts due to the Controlling Shareholders and amounts due to related parties, we
did not have any borrowings as of December 31, 2012, 2013 and 2014. We had a short-term
non-interest-bearing borrowing of RMBS5.0 million as of June 30, 2015, which was provided to us by
a local government authority in May 2015 for working capital purposes. We secured this borrowing
with plant and machinery that had a carrying value of RMBS8.7 million as of June 30, 2015. We
borrowed three one-year term entrusted loans in the aggregate principal amount of RMB1.5 billion and
at the interest rate of 4.365% from a third-party wealth management company through a commercial
bank on August 7, 2015. We have used the proceeds of these loans to pay part of the amounts due to
related parties incurred from our purchases of operating subsidiaries, operating assets and working
capital from Fujian Dali as part of the Reorganization. The agreements for these entrusted loans
contain standard terms, conditions and covenants that are customary for commercial bank entrusted
loans in China, including restricting us from making mergers, acquisitions, divisions or other material
reorganization, changing our senior management, or incurring material indebtedness. As of the Latest
Practicable Date, we were not in default of these covenants that could cause any material adverse
impact on our business operations. As of the Latest Practicable Date of this prospectus, we did not
have any further plan for material external debt financing. Our ability to obtain adequate external
financing will depend on a number of factors, including our financial performance and results of

operations, as well as factors beyond our control.
Statement of Indebtedness

As of September 30, 2015, other than as disclosed in this prospectus, we did not have any
outstanding debt securities, charges, mortgages, or other similar indebtedness, hire purchase and

finance lease commitments, any guarantees or other material contingent liabilities, or other banking

facilities. Since September 30, 2015, there has been no material adverse change in our indebtedness.
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OTHER KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios as of the dates or for the periods indicated:

For the six months ended

For the year ended December 31, June 30,
2012 2013 2014 2014 2015
(unaudited)
Gross profit margin‘” ........... 16.5% 20.2% 26.8% 26.2% 33.4%
Net profit margin® ............. 6.4% 9.3% 13.9% 14.0% 17.8%
Return on equity®................. 19.9% 30.3% 90.6% N/A@ N/A®
Return on assets®™ ................. 11.1% 17.0% 28.9% N/A® N/A®
As of December 31, As of June 30,

2012 2013 2014 2015
Current ratio™® ... 0.73 0.68 0.33 0.67
Quick FAtIOT) e 0.27 0.33 0.15 0.51

Notes:
(1) Equals gross profit divided by revenue and multiplied by 100%.
(2)  Equals profit for the period divided by revenue and multiplied by 100%.

(3)  Equals profit for the period divided by the average of the beginning and ending total equity for that period and multiplied
by 100%.

(4)  This semi-annual number is not meaningful as it is not comparable to the annual numbers.

(5)  Equals profit for the period divided by the average of the beginning and ending total assets for that period and multiplied
by 100%.

(6)  Equals current assets divided by current liabilities as at the respective financial period-end date.

(7)  Equals current assets less inventories and divided by current liabilities as at the respective financial period-end date.
Return on equity

Our return on equity increased from 19.9% in 2012 to 30.3% in 2013 primarily due to an
RMB498.2 million increase in net profit. Our return on equity further increased to 90.6% in 2014
primarily due to an RMB885.9 million increase in net profit, and an RMB3,482.4 million decrease in
total equity as of December 31, 2014 compared to December 31, 2013.
Return on assets

Our return on assets increased from 11.1% in 2012 to 17.0% in 2013, primarily due to an

RMB498.2 million increase in net profit. Our return on assets further increased to 28.9% in 2014,

primarily due to an RMB885.9 million increase in our net profit.
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Current ratio

Our current ratio decreased from 0.73x as of December 31, 2012 to 0.68x as of December 31,
2013, primarily because we had an RMB473.6 million increase in amount due to the Controlling
Shareholders and an RMB114.3 million decrease in inventories. Our current ratio further decreased to
0.33x as of December 31, 2014, primarily because in 2014 we incurred RMB3,081.8 million in amount
due to related parties, including RMB2,575.6 million for purchasing operating subsidiaries, operating
assets and working capital from Fujian Dali, which was excluded from our consolidated group on
December 31, 2014 as part of our Reorganization, and RMB506.2 million as non-trade payables to
Fujian Dali, and we had dividends payable to Fujian Dali of RMB1,125.8 million as a result of our
Reorganization. Our current ratio increased to 0.67x as of June 30, 2015 primarily because we had
significant net cash inflows from our operating activities.

Quick ratio

Our quick ratio increased from 0.27x as of December 31, 2012 to 0.33x as of December 31, 2013,
primarily due to an RMB258.4 million increase in cash and cash equivalents and an RMB141.6 million
increase in trade receivables, offset in part by an RMB473.6 million increase in amount due to the
Controlling Shareholders. Our quick ratio decreased to 0.15x as of December 31, 2014, primarily
because in 2014 we incurred RMB3,081.8 million in amount due to related parties, including
RMB2,575.6 million for purchasing operating subsidiaries, operating assets and working capital from
Fujian Dali and RMB506.2 million as non-trade payables to Fujian Dali, and we had dividends payable
to Fujian Dali of RMB1,125.8 million as a result of our Reorganization. Our quick ratio increased to
0.51x as of June 30, 2015 primarily because we had significant net cash inflows from our operating
activities.

WORKING CAPITAL

Our Directors believe that, after taking into account the financial resources available to us,
including internally generated funds, our available credit facilities and the estimated net proceeds of
the Global Offering, we have sufficient working capital for our present requirements for at least the
next 12 months from the date of this prospectus.

After due consideration and discussions with the Company’s management and based on the above
and the assumption that there is no material change in the composition and trend of our capital
expenditure, the Joint Sponsors have no reason to believe that the Company cannot meet the working
capital requirements for the 12 month period from the date of this prospectus.

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As of the Latest Practicable Date, we did not enter into any material off-balance sheet
transactions.

MARKET RISK DISCLOSURE

We are exposed to various types of market risk, including foreign currency risk, credit risk and
liquidity risk. Please see the paragraph headed “—Description of Selected Income Statement Line
Items—Cost of Sales” in this section for a sensitivity analysis regarding the impact of hypothetical
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fluctuations in our average unit purchase prices for certain of our major raw materials on our net profit
during the Track Record Period. Our Directors confirm that, since June 30, 2015, there has been no
material adverse change in our financial or trading position or prospects and no event has occurred
that would materially affect the information shown in “Appendix [—Accountants’ Report” to this

prospectus.

Foreign Currency Risk

We are exposed to risk resulting from fluctuation of foreign exchange rates. Our businesses are
located in China, substantially all of our business transactions are conducted in RMB, and
substantially all of our assets and liabilities are denominated in RMB except for bank balances
denominated in foreign currencies as disclosed in Note 23 to “Appendix [—Accountants’ Report” to
this prospectus. As of December 31, 2012, 2013 and 2014 and June 30, 2015, we were not subject to

any significant foreign currency risk.

Credit Risk

We do not have any significant concentrations of credit risk. The carrying amounts of cash and
short-term deposits and trade and other receivables included in our consolidated financial statements
represent our maximum exposure to credit risk in relation to our financial assets. As at December 31,
2012, 2013 and 2014 and June 30, 2015, all of our pledged deposits and cash and cash equivalents

were deposited in high quality financial institutions without significant credit risk.

Liquidity Risk

We are exposed to liquidity risk. We monitor our risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both our financial instruments and financial

assets (such as trade receivables) and our projected cash flows from operations.

We manage our capital structure and make adjustments to it, in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital
structure, we may adjust the dividend payment to shareholders, return capital to shareholders or issue
new shares. We are not subject to any externally imposed capital requirements. No changes were made

in the objectives, policies or processes for managing capital during the Track Record Period.

DIVIDEND POLICY

Chinese laws require that dividends be paid only out of net profit calculated according to PRC
accounting principles, which may differ from generally accepted accounting principles in other
jurisdictions, including HKFRSs. Some of our subsidiaries in China, which are foreign-invested
enterprises, set aside part of their net profit as statutory reserves, in accordance with the requirements
of relevant Chinese laws and the provisions of their respective articles of association. These portions
of our subsidiaries’ net profits are not available for distribution as cash dividends. Distributions from
our subsidiaries may also be restricted if they incur debt or losses, or in accordance with any
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restrictive covenants in bank credit facilities or other agreements that we or our subsidiaries and
associated companies may enter into in the future. Since we rely on our Chinese subsidiaries’
dividends as the source of funds to pay dividends, these restrictions may limit or completely prevent

us from paying dividends.

Any declaration and payment, as well as the amount of dividends, will be subject to our Articles
of Association and the Cayman Companies Law. Our Shareholders in general meetings may approve
any declaration of dividends, which must not exceed the amount recommended by our Board. No
dividend may be declared or paid except out of our profits or reserves set aside from profits in our
Directors’ discretion. Dividends may also be declared and paid out of our share premium account or
any other fund or account that can be authorized for such purpose in accordance with the Cayman

Companies Law and our Articles of Association.

Our subsidiaries declared dividends of RMB41.2 million, RMB600.0 million and RMB160.0
million to their then shareholders in 2012, 2013 and 2014, respectively. We have settled all these
dividends payable. Any future declaration of dividends may or may not reflect our prior declarations
of dividends and any dividend recommendation will be at the discretion of our Board, subject to
Cayman Companies Law. We may declare dividends in the future after taking into account our results
of operations, our total equity, our business conditions, strategies or needs for future expansions, our
capital expenditure needs, dividend paid to us by our subsidiaries, impact of the dividend distribution
on our working capital and financial position, and other factors as our Directors may deem relevant
at such time. Subject to the above limitations, our Directors expect that, in the future, we may pay
dividends from time to time in an aggregate amount of approximately 30% of profits attributable to
the equity holders of our Company.

LISTING EXPENSES

We incurred approximately RMB22.5 million of listing expenses during the Track Record Period,
among which RMB3.4 million was recorded as prepayments and RMB19.1 million was recorded as
expenses. We expect to incur approximately an additional RMB218.0 million of listing expenses after
the Track Record Period, of which approximately RMB44.3 million will be recognized as expenses in
the consolidated statements of profit or loss for the year ending December 31, 2015 and the remaining
(predominantly related to underwriting commission expenses, which will be fully capitalized) will be

capitalized after the Listing.
UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS
The unaudited pro forma data relating to our net tangible assets prepared in accordance with Rule

4.29 of the Listing Rules is set out below to illustrate the effect of the Global Offering on our net
tangible assets as at June 30, 2015 as if the Global Offering had taken place on that date.
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This unaudited pro forma statement of adjusted net tangible assets has been prepared for

illustrative purposes only and, because of its hypothetical nature, it may not give a true picture of the

consolidated net tangible assets of our Group attributable to the owners of the Company as at June 30,

2015 or any subsequent dates, including following the Global Offering.

Audited Unaudited
consolidated pro forma
net tangible adjusted
assets of our consolidated
Group net tangible
attributable assets of our
to the owners Estimated net Group
of the proceeds attributable
Company as from the to the owners
at June 30, Global of the Unaudited pro forma adjusted
2015 Offering Company net tangible assets per Share
RMB in RMB in RMB in
million million million RMB HK$ equivalent
(Note 1) (Note 2) (Note 3) (Note 4)
Based on an offer price of
HK$5.00 per Share ................ 3,190.8 6,711.6 9,902.4 0.72 0.88
Based on an offer price of
HK$6.15 per Share ................ 3,190.8 8,271.0 11,461.8 0.84 1.02

Notes:

1.

The consolidated net tangible assets of our Group attributable to owners of the Company as of June 30, 2015 is extracted
from “Appendix I—Accountants’ Report” to this prospectus, which is based on the audited consolidated equity
attributable to owners of the Company as of June 30, 2015 of RMB3,192.0 million less intangible assets as of June 30,
2015 of RMB1.2 million.

The estimated net proceeds from the Global Offering are based on estimated offer prices of HK$5.00 or HK$6.15 per
Share after deduction of the underwriting fees and other related expenses payable by our Company and takes no account
of any Shares which may be issued upon the exercise of the Over-allotment Option.

The unaudited pro forma adjusted consolidated net tangible assets per Share is arrived at after adjustments referred to
in the preceding paragraphs and on the basis that 13,694,117,500 Shares are in issue assuming the Global Offering has
been completed on June 30, 2015 and an Offer Price of HK$5.00 per Share, being the low end of the Offer Price range,
and 13,694,117,500 Shares are in issue assuming that the Global Offering has been completed on June 30, 2015 and an
Offer Price of HK$6.15 per Share, being the high end of the Offer Price range, excluding Shares which may be issued

upon the exercise of the Over-allotment Option.

The unaudited pro forma adjusted consolidated net tangible assets per Share is converted into Hong Kong dollars at an
exchange rate of HK$1.00 to RMB0.81929.

No adjustment has been made to reflect any trading results or other transactions of our Group entered into subsequent
to June 30, 2015.
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DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors have confirmed that as of the Latest Practicable Date, there were no circumstances
that would give rise to a disclosure required under Rules 13.13 to 13.19 in Chapter 13 of the Listing
Rules upon the Listing of the Shares on the Stock Exchange.

NO MATERIAL ADVERSE CHANGE

The Directors confirm that there has been no material adverse change in our financial or trading
position of our Group since June 30, 2015 and no event had occurred since June 30, 2015 that would
materially and adversely affect the information in “Appendix I—Accountants’ Report” to this

prospectus.
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OVERVIEW

Immediately after the completion of the Global Offering, Divine Foods will directly own
11,640,000,000 Shares, representing approximately 85.0% of our outstanding issued share capital if
the Over-allotment Option is not exercised, or approximately 83.5% of our outstanding issued share
capital if the Over-allotment Option is exercised in full. Divine Foods is held as to 50% by Divine
Foods-1, as to 10% by Divine Foods-2 and as to 40% by Divine Foods-3 respectively, which in turn
are legally and beneficially wholly-owned by Mr. Xu, Ms. Chen and Ms. Xu separately. The Xu’s
Family will exercise approximately 85.0% voting rights of the Company immediately after the

completion of the Global Offering if the Over-allotment Option is not exercised.

As a result, Divine Foods, Divine Foods-1, Divine Foods-2, Divine Foods-3 and the Xu’s Family

are considered as our Controlling Shareholders immediately after the Global Offering.

Our Controlling Shareholders and the Directors confirm that they do not have any interest in a
business which competes with or is likely to compete with our business, whether directly or indirectly,

or would otherwise require disclosure under Rule 8.10 of the Listing Rules.

OPERATIONAL INDEPENDENCE

We do not rely on our Controlling Shareholders for any significant amount of our revenue,
product development, staffing or marketing and sales activities. We have our own headcount of
employees for our operations and independently manage our human resources. Our Group owns all
licenses, trademarks or licenses to use the trademarks and other intellectual property rights which are
required for our Group to carry on its business. Please see the section headed “Connected
Transaction—Continuing Connected Transactions—Exempt Continuing Connected Transactions—

Trademark License Agreement” in this prospectus for further details of the trademark license.

MANAGEMENT INDEPENDENCE

Our Board consists of eight Directors, comprising three executive Directors, two non-executive
Directors and three independent non-executive Directors. All members of the Xu’s Family are the
directors of Divine Foods. Each of Mr. Xu, Ms. Chen and Ms. Xu acts as the sole director of Divine
Foods-1, Divine Foods-2 and Divine Foods-3 respectively. Each of Divine Foods, Divine Foods-1,
Divine Foods-2 and Divine Foods-3 is an investment holding company with no substantial business
activities. The executive management team of our Group is led by Mr. Xu, our executive Director and
Chairman, and the other executive Directors, who are supported by a team of senior management and
all of the members of our senior management have been managing the business of our Group
throughout the Track Record Period. Each of our senior management possesses relevant management
and/or industry-related experience to act as such. Please see the section headed “Directors and Senior
Management” in this prospectus for further details of their management experience.
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We believe that the Directors and members of the senior management are able to perform their
roles in our Company independently and that our Company is capable of managing our business

independently from our Controlling Shareholders for the following reasons:

(i) in the event of a conflict of interest arising out of any transactions to be entered into by our
Group, any Directors with a conflicting interest shall abstain from voting in respect of such

transactions and shall not be counted in forming quorum at the relevant Board meetings;

(ii) our three independent non-executive Directors have extensive experience in different areas
and have been appointed in accordance with the requirements under the Listing Rules to
ensure that the decision of the Board are made only after due consideration of independent

and impartial opinions; and

(iii) each of our Directors is aware of his or her fiduciary duties as a Director, which require,
among other things, that he acts for our Company’s benefits and best interests and does not

allow any conflict between his duties as a Director and his personal interests.

FINANCIAL INDEPENDENCE

Our Group has its own financial management system and ability to operate independently of the
Controlling Shareholders from a financial perspective. Our Directors are of the view that our Group
does not unduly rely on advances from our Controlling Shareholders or their respective associates for
our business operations. As of December 31, 2012, 2013 and 2014 and June 30, 2015, our amount due
to the Xu’s Family and their controlled entities (rather than our Group) were approximately RMB920.0
million, RMB1,345.6 million, RMB3,286.2 million and RMB2,432.7 million, respectively. These
amounts were non-trade in nature, and were unsecured, interest-free and payable on demand. All the
payables due to any of the Xu’s Family and their controlled entities (rather than our Group) have been

fully settled prior to the Listing.

Please see the section headed “Financial Information—Liquidity and Capital Resources—

Related Party Transactions” in this prospect for further details.

Our Directors believe that our Group is capable of obtaining financing from external sources
without reliance on any guarantee or security provided by our Controlling Shareholders. Furthermore,
our Group has its own finance and audit department and has established its own financial management
system independent of our Controlling Shareholders. Our Group has its own bank account, makes its

tax registrations and has employed a sufficient number of financial accounting personnel.

Accordingly, our Directors consider that our Group is capable of operating independently from

a financial perspective.
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NON-COMPETITION UNDERTAKING

In order to ensure that direct competition does not develop between us and the activities of our
Controlling Shareholders, each of our Controlling Shareholders has agreed to provide a

non-competition undertaking in our favor, which is described below.

Each of our Controlling Shareholders has entered into the deed of non-competition in favor of
our Company, pursuant to which each of our Controlling Shareholders has undertaken to our Company
(for itself and for the benefit of its subsidiaries) that they would not, and they would use their best
endeavors to procure that their associates (except any members of our Group) shall not, whether
directly or indirectly (including through any body corporate, partnership, joint venture or other
contractual arrangement) or as principal or agent, and whether on their own account or with each other
or in conjunction with or on behalf of any person, firm or company or through any entities (except in
or through any member of our Group), carry on, engage, participate or hold any right or interest in
or render any services to or otherwise be involved in any business which is in competition, directly

or indirectly, with the business of any member of our Group (the “Restricted Business”).

The above undertaking does not preclude our Controlling Shareholders from having an aggregate

interest in:

(a) not more than 5% of the issued shares in any company engaging any Restricted Business
(the “Subject Company”) which is or whose holding company is listed on any recognized

exchange; or

(b) not more than 5% of the Subject Company’s combined turnover or combined assets, as
shown in the Subject Company’s latest audited accounts; provided that there is a holder
(with its associates where appropriate) with a larger shareholding in the Subject Company
than the aggregate shareholding held by any of our Controlling Shareholders and/or his or
her or its associates and the total number of representatives of any of our Controlling
Shareholders on the board of directors of the Subject Company is not significantly

disproportionate in relation to his or her or its shareholding in the Subject Company.

If any investment or other business opportunity relating to our Business (“Business
Opportunity”) is identified by any of our Controlling Shareholders, they shall refer such Business
Opportunity to our Company and shall not pursue such Business Opportunity unless our Directors or

a board committee declines the Business Opportunity.

Pursuant to the deed of non-competition, the above restrictions would only cease to have effect
on the earliest of the date on which our Controlling Shareholders cease to hold directly or indirectly
in aggregate 30% or more of the entire issued share capital, or otherwise cease to be Controlling

Shareholders or the Shares cease to be listed and traded on the Stock Exchange.
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Further, the independent non-executive Directors will review, on an annual basis, the compliance

of our Controlling Shareholders with the deed of non-competition (in particular, the right of first

refusal relating to any Business Opportunity) and our Company will disclose decisions on matters

reviewed by the independent non-executive Directors relating to compliance with and enforcement of

the deed of non-competition in our annual report or by way of announcement to the public.

CORPORATE GOVERNANCE MEASURES

Our Company will adopt the following corporate governance measures to avoid potential conflict

of interests and safeguard the interests of our Shareholders:

(a)

(b)

(c)

(d)

compliance with the Listing Rules, in particular, strictly observe any proposed transactions
between us and connected persons and comply with the reporting, annual review,
announcement and independent shareholders’ approval requirements under Chapter 14A of

the Listing Rules where applicable;

in the event that connected transactions, if any, between our Group and other business in
which any Directors or their respective associates had any interest are submitted to the
Board for consideration, the relevant interested Director will not be counted in the quorum
and will abstain from voting on such matters, and majority votes on such matters, and
majority votes by non-conflicted Directors are required to divide on such connected

transactions;

appointment of Guotai Junan Capital Limited as our compliance advisor to advise us on the

compliance matters in respect of the Listing Rules and applicable laws and regulations; and

appointment of three independent non-executive Directors in order to achieve a balanced
composition of executive and non-executive Directors in our Board. The independent non-
executive Directors have the qualification, integrity, independence and experience to fulfill
their roles effectively. Please see the section headed “Directors and Senior Management”
in this prospectus for further details of our independent non-executive Directors.
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OUR CONNECTED PERSONS

The connected persons of our Company for the purpose under Chapter 14A of the Listing Rules
include but do not limit to the Controlling Shareholders and the following companies which are
directly or indirectly controlled by the Controlling Shareholders:

(a) Fujian Dali, owned as to 100% by Mr. Xu, Ms. Chen and Ms. Xu collectively;

(b) Dali Century Hotel Co., Ltd. (E %82 At 4008 )5 A R /A 7)) (“Hui’an Hotel”), owned as
to 100% by Mr. Xu and Ms. Chen collectively; and

(c) Hubei Dali Estate Co., Ltd. (#dbFHhaE B/ ) (“Hubei Property”), owned as to
100% by Mr. Xu, Ms. Chen and Ms. Xu collectively.

Accordingly, the following transactions with the respective subsidiaries and/or associates of the

Controlling Shareholders, which will either continue or take place after the Listing, will constitute

connected transactions of our Group under Chapter 14A of the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS

Summary Table of Our Continuing Connected Transactions

Proposed annual caps

For the year ending December 31,

Applicable
Nature of Transactions Listing Rules Applicable Waiver Sought 2015 2016 2017
(RMB’000) (RMB’000) (RMB’000)
Exempt continuing
connected transactions
Trademark License 14A.76(1)(a) Not applicable Nil Nil Nil

Agreement

Products and Services

Mutual Provision
Framework Agreement

Revenue to be generated by

us from provision of
snack food and
non-alcoholic beverage
products to the hotel
business owned by the
Xu’s Family, controlled
entities and/or associates

Expenditure to be incurred

by us for purchase of
accommodation and
catering services from
the hotel business owned
by the Xu’s Family,
controlled entities and/or

associates

Non-exempt continuing

connected transaction

Property and Land Leasing

Agreement

14A.76(1)(a)  Not applicable

160 180 220
783 483 519
14A.76(2)(a)  Waiver from strict 17,039 18,743 20,617

compliance with the
announcement requirement
under Rule 14A.35 of the
Listing Rules
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Exempt Continuing Connected Transactions

The following transactions are made in the ordinary and usual course of business and on normal
commercial terms where, as our Directors currently expect, the highest applicable percentage ratio
calculated for the purpose of Chapter 14A of the Listing Rules will not exceed 0.1% on an annual
basis. Under Rule 14A.76(1)(a) of the Listing Rules, the following transactions will be exempt from
the reporting, announcement, annual review and independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

Trademark License Agreement

During the Track Record Period, we had been using the trademarks registered in PRC (the
“Trademarks™) by Fujian Dali, which was the holding company of our PRC subsidiaries before the
Reorganization. In anticipation of the Listing, Fujian Dali transferred the entire equity interests in our
PRC subsidiaries, together with its business and related assets, including the Trademarks, to Dali (HK)
and Dali (PRC) respectively pursuant to the applicable laws. In April 2015, Fujian Dali filed
applications with the Trademark Office of the SAIC in respect of the transfers of the relevant
Trademarks (the “Trademark Transfers”). The application was acknowledged by the Trademark Office
of the SAIC and the Trademark Transfers are expected to be completed by March 2016.

To ensure that our Group will continue to be able to use the Trademarks after completion of the
Reorganization and before completion of the Trademark Transfer, our Company and Fujian Dali
entered into a trademark license agreement on June 3, 2015 (the “Trademark License Agreement”),
pursuant to which Fujian Dali agreed to irrevocably grant our Group an exclusive license, on a
royalty-free basis, to use the Trademarks. Fujian Dali undertakes not to use the Trademarks without
consent of our Company. The Trademark License Agreement became immediately effective upon
signing and will be terminated upon completion of the Trademark Transfer or upon expiration of the
registration period of the Trademarks, whichever is earlier.

For more information about these trademarks, please refer to “Appendix IV—Statutory and
General Information—B. Further Information about Our Business—?2. Intellectual Property Rights of
our Group—Trademarks” in this prospectus.

Products and Services Mutual Provision Framework Agreement

Hui’an Hotel has purchased from us snack food and non-alcoholic beverage products for its
catering and room services since it commenced operation in 2013 and we also started to use the
accommodation and catering services offered by Hui’an Hotel, which is located in close proximity of
our headquarter, to accommodate and entertain our employees, business partners and the parties
involved in the Global Offering from 2015.

To facilitate the above practices following Listing, our Company and the Xu’s Family entered
into a products and services mutual provision framework agreement on August 25, 2015 (the “Products
and Services Mutual Provision Framework Agreement”), pursuant to which our Company agreed to
provide snack food and non-alcoholic beverage products produced by our Group to the hotel business
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owned by the Xu’s Family, their controlled entities and/or associates while the Xu’s Family, their
controlled entities and/or associates agreed to provide accommodation and catering services of their
hotel business to us. The principal terms of the Products and Services Mutual Provision Framework
Agreement are as follows:

(a) the Products and Services Mutual Provision Framework Agreement is for a term
commencing from the Listing Date and ending on December 31, 2017;

(b) the Xu’s Family, their controlled entities and/or associates shall provide the relevant
accommodation and catering services to our Group on prevailing market terms; and

(c) the parties and their respective controlled entities, subsidiaries and/or associates shall enter
into separate contracts to govern the underlying transactions according to the principles and
conditions as set out in the Products and Services Mutual Provision Framework Agreement.

Pricing

In accordance with the Products and Services Mutual Provision Framework Agreement, we shall
provide snack food and non-alcoholic beverage products to the hotel business owned by the Xu’s
Family, their controlled entities and/or associates, and the hotel business owned by the Xu’s Family,
their controlled entities and/or associates shall provide accommodation and catering services to us at
a price determined based on the market price, which refers to:

Continuing Connected Transactions

Pricing Policy

Provision of snack food and non-alcoholic
beverage products to the hotel business owned
by the Xu’s Family, their controlled entities
and/or associates

Purchase of accommodation and catering
services from the hotel business owned by the
Xu’s Family, their controlled entities and/or
associates

the same prices as we offer to distributors who
are independent third parties in the same areas
or vicinities in the ordinary and usual course of
business.

the prices that are quoted on the hotel menu,
subject to any discounts and promotions then
available to the general public, or on the same
commercial terms in the ordinary and usual
course of business, if more favorable, as other
comparable hotels in vicinity of the area where
the Xu’s Family carry out their hotel business.

Payment and Price Review

To implement the transactions contemplated under the Products and Services Mutual Provision
Framework Agreement, the relevant parties have entered or will enter into separate agreements which
specify and record the specific terms, including payment, delivery terms and other operative
provisions of those transactions determined in accordance with the Products and Services Mutual
Provision Framework Agreement. The payables pursuant to the Products and Services Mutual
Provision Framework Agreement are settled on a monthly basis.

— 250 —



CONNECTED TRANSACTION

The terms of the transactions contemplated under the Products and Services Mutual Provision
Framework Agreement, including pricing and annual caps, will also be subject to review of our
independent non-executive Directors in accordance with the requirements under the Listing Rules.

Historical figures

The historical figures for mutual provision of products and services for the three financial years
ended December 31, 2012, 2013 and 2014 and the six months ended June 30, 2015 are estimated as
follows:

For the six
months ended
For the year ended December 31, June 30,

2012 2013 2014 2015

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

Revenue
Revenue generated by us from the
provision of snack food and
non-alcoholic beverage products to the
hotel business owned by the Xu’s
Family, their controlled entities and/or
ASSOCIALES ..vvuiiniiieiieiieiie e, Nil 37 74 83

Expenditure
Expenditure incurred by us for purchase
of accommodation and catering
services from the hotel business owned
by the Xu’s Family, their controlled
entities and/or associates ...................... Nil Nil Nil 212

Hui’an Hotel commenced its operation in 2013. The increases in the revenues generated by us
from the provision of snack food and non-alcoholic beverage products from 2013 to June 2015, was
primarily resulted from a substantial rise in the sale volume of our herbal tea, energy drinks and

mineral water products at Hui’an Hotel.
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Annual caps

The Directors estimated the aggregate amounts of the revenue to be generated by us from the
provision of snack food and non-alcoholic beverage products to the hotel business owned by the Xu’s
Family, their controlled entities and/or associates and the expenditure to be incurred by us for the
purchase of accommodation and catering services from the hotel business owned by the Xu’s Family,
their controlled entities and/or associates for the years ending December 31, 2015, 2016 and 2017 as

follows:

For the year ending December 31,

2015 2016 2017

(RMB’000) (RMB’000) (RMB’000)

Revenue
Revenue generated by us from the provision of
snack food and non-alcoholic beverage
products to the hotel business owned by the
Xu’s Family, their controlled entities and/or
ASSOCIALES Luviiviiiiiiiiiiiie e 160 180 220

Expenditure
Expenditure incurred by us for purchase of
accommodation and catering services from
the hotel business owned by the Xu’s Family,
their controlled entities and/or associates........ 783 483 519

In arriving at the proposed annual caps for the revenue to be generated by us from the provision
of snack food and non-alcoholic beverage products to the hotel business owned by the Xu’s Family,

their controlled entities and/or associates, the Directors have considered the following factors:

(a) taking into account the higher customer flow and the expected increase in the amount of

products consumed in the fourth quarter of the year due to seasonality of hotel business;

(b) launch of a new beverage product in April 2015 which has been well received by the hotel

customers; and

(c) the possible increase in price for snack food and non-alcoholic beverage products in the

next three years, with reference to the inflation rate of the PRC in recent years.

Based on the foregoing, the estimated annual caps for the revenue to be generated by us from the
provision of snack food and non-alcoholic beverage products to the hotel business owned by the Xu’s
Family, their controlled entities and/or associates for the financial years ending December 31, 2016

and 2017 will increase by approximately 12.5% and 22.2% respectively.
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In arriving at the proposed annual caps for the expenditure to be incurred by us for the purchase
of the accommodation and catering services from the hotel business owned by the Xu’s Family, their
controlled entities and/or associates, the Directors have taken into account the following factors:

(a) the actual transaction amount for the six months ended June 30, 2015;

(b) the expected increase in the transaction amount for 2015 due to more visits by the working
parties involved in the Global Offering; and

(c) the number of potential visits of our clients, business partners and investors after Listing
in each of the financial years ending December 31, 2016 and 2017.

Non-Exempt Continuing Connected Transaction

The following transaction is made in the ordinary and usual course of business and on normal
commercial terms where, as our Directors currently expect, the highest applicable percentage ratio
calculated for the purpose of Chapter 14A of the Listing Rules will be more than 0.1% but less than
5% on an annual basis. Under Rule 14A.76(2)(a) of the Listing Rules, the following transaction will
be subject to the reporting, announcement and annual review requirements but will be exempted from
the independent Shareholders’ approval requirement under Chapter 14A of the Listing Rules.

Property and Land Leasing Agreement

During the Track Record Period, we had also been using certain properties and land owned by
Fujian Dali for general business and ancillary purposes. In order to avoid unnecessary disruptions to
our business caused by relocation and enable us to ensure continuity of our operations, our Company
and Fujian Dali entered into a property and land leasing agreement on August 25, 2015 (the “Property
and Land Leasing Agreement”), which will become effective upon the Listing and will expire on
December 31, 2017.

Pursuant to the Property and Land Leasing Agreement, our Company agreed to lease the relevant
properties and land in the PRC from Fujian Dali on the following principal terms:

(a) the properties and land that were leased to us consist of (i) an office building located at
Zishan, Linkou, Hui’an, Fujian province and occupying a total gross floor area of
approximately 21,578.25 sq.m., and (ii) buildings used for manufacturing workshop,
warehouse and workers’ dormitory as well as for other ancillary purposes located at Zishan,
Linkou, Hui’an, Fujian province and occupying a total gross floor area of approximately
240,824.35 sq.m.;

(b) the monthly rental prices in respect of the office building and other properties for the year
ending December 31, 2015 are RMB10 per sq.m. and RMBS5 per sq.m., respectively;

(c) the rental price shall be reviewed and adjusted from the second year of the duration of the
Property and Land Leasing Agreement by reference to the GDP growth for the previous year
published by the National Bureau of Statistics of the PRC but in any event such increase
in the rental price shall not exceed the relevant GDP growth rate;
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(d) our Company shall pay the rental to Fujian Dali on a quarterly basis on or before the 25th
day of the last month of the relevant quarter of the year; and

(e) our Company shall be responsible for all utility charges and other miscellaneous expenses
incurred in using the relevant properties and land during the term of the lease, except for
national administration fee and property tax that shall be borne by each party in accordance
with relevant laws and regulations.

DTZ, an independent property valuer engaged by the Company in connection with the Global
Offering, has issued a letter confirming the rental payable under the Property and Land Leasing
Agreement is in line with the prevailing market prices of other properties in the vicinity and the
current prevailing market rates and the Property and Land Leasing Agreement is made on normal
commercial terms after arm’s length negotiations between the parties with reference to the prevailing
market terms and conditions and on terms that are fair and reasonable and in the interests of our
Company and Shareholders as a whole.

Pricing
The rental price under the Property and Land Leasing Agreement is determined as follows:
(a) the rental price is agreed between the parties following their arm’s length negotiations with
reference to the prevailing market prices of other properties in the vicinity and the current
prevailing market rates; and
(b) our Company has obtained quotations from independent third parties for similar properties
in the vicinity to ensure that the rental price under the Property and Land Leasing

Agreement is comparable with the quotations so obtained.

Historical figures

There was no rental payable by our Company or its subsidiaries to Fujian Dali for the years ended
December 31, 2012, 2013 and 2014 given Fujian Dali also held our principal business and related
assets of our Group prior to the Reorganization. The aggregate amount of the rental price paid by our
Company to Fujian Dali for the six months ended June 30, 2015 was RMBS§,520,000.

Annual caps

The Directors estimated the aggregate rental expenses payable by our Company for the years
ending December 31, 2015, 2016 and 2017 as follows:

For the year ending December 31

2015 2016 2017
(RMB’000) (RMB’000) (RMB’000))
Rental expense...........c.cooiiiiiiiiiiiiiin, 17,039 18,743 20,617
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In arriving at the above proposed annual caps in respect of the lease under the Property and Land
Leasing Agreement, the Directors has considered (i) the historical figures as set out above; (ii) the
current rental price of other properties in the vicinity and the prevailing market rates at the time when
entering into the Property and Land Leasing Agreement; (iii) the steady increase in rental price of
other properties in the vicinity and future development of the property market in the PRC; (iv) the
estimated GDP growth rates for the two years of 2015 and 2016; and (v) the inflation and improvement
of living standards in the PRC over the Track Record Period.

Listing Rules Implications

As the highest applicable percentage ratio as set out in Rule 14.07 of the Listing Rules of the
proposed annual caps in respect of the continuing connected transaction contemplated under the
Property and Land Leasing Agreement is expected to be more than 0.1% but less than 5% on an annual
basis, they will be subject to the reporting, announcement and annual review requirements under
Chapter 14A of the Listing Rules but will be exempted from the independent Shareholders’ approval
requirement under Chapter 14A of the Listing Rules.

Waiver Application for Non-exempt Continuing Connected Transaction

The Directors, including the independent non-executive Directors, consider that disclosure and
approval of the non-exempt continuing connected transaction described above in full compliance with
the Listing Rules would be impracticable and, in particular, would add unnecessary administrative
costs to our Company. In addition, the Directors, including the independent non-executive Directors,
believe that it is in the interest of our Company to continue with these transactions after the Listing.

As a result, pursuant to Rule 14A.105 of the Listing Rules, we have applied for, and the Stock
Exchange has granted, a waiver from strict compliance with the announcement requirement under Rule
14A.35 of the Listing Rules in respect of this continuing connected transaction, subject to the
condition that the annual transaction values shall not exceed their respective estimated annual caps (as
stated above).

In addition, the Directors confirm that we will comply with the applicable requirements under
Chapter 14A of the Listing Rules and will immediately inform the Stock Exchange if any of the
proposed annual caps set out above are exceeded, or when there is a material change in the terms of
this transaction.

Confirmation from the Directors

The Directors, including the independent non-executive Directors, are of the view that:

(a) the continuing connected transaction described above for which a waiver is sought has been
entered into and will be carried out in the ordinary and usual course of business of our
Group on normal commercial terms, and that the terms of the continuing connected
transaction are fair and reasonable and in the interest of our Company and the Shareholders
as a whole; and
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(b) the proposed annual caps (where applicable) of such continuing connected transaction set
out above are fair and reasonable and in the interest of our Company and the Shareholders

as a whole.

Confirmation from the Joint Sponsors

The Joint Sponsors have reviewed the relevant information and historical figures prepared and
provided by our Company relating to the non-exempt continuing connected transaction above, and
have also discussed this transaction with us and obtained various representations from us. Based on

the aforementioned due diligence work, the Joint Sponsors are of the view that:

(a) such non-exempt continuing connected transaction set out above for which a waiver is
sought has been entered into in the ordinary and usual course of business of our Group on
normal commercial terms, is fair and reasonable and in the interest of the Shareholders as

a whole; and
(b) the proposed annual caps (where applicable) of such non-exempt continuing connected

transaction set out above are fair and reasonable and in the interest of the Shareholders as

a whole.
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AUTHORIZED AND ISSUED SHARE CAPITAL
The following is a description of the authorized and issued share capital of our Company in issue
and to be issued as fully paid or credited as fully paid prior to and immediately following the

completion of the Global Offering:

As of the Date of this Prospectus

HK$
Authorized share capital
50,000,000,000 SHATES ....utiiineiiiee it 500,000,000
Issued share capital
TO,000 SareS onieieiii e e e 100
Immediately after Completion of the Global Offering

HK$
Shares to be issued under the Capitalisation Issue
11,999,990,000 SHATES ..uneiiineiineiii et 119,999,900
Shares to be issued under the Global Offering
1,694, 117,500 SRATES ..evtuniiiieiii e et 16,941,175
Total Issued Shares on completion of the Global Offering
13,694, 117,500 SHATES .enneiiieiii ettt e e e e e 136,941,175
ASSUMPTIONS

The above table assumes that the Global Offering becomes unconditional and the Shares are
issued pursuant to the Global Offering. The above does not take into account any shares which may
be issued and/or sold pursuant to the exercise of the Over-allotment Option or any Shares which may
be issued or repurchased by our Company pursuant to the general mandates granted to our Directors
to issue or repurchase Shares as described below.

RANKING

The Shares are ordinary shares in the share capital of our Company and rank equally with all
Shares upon Listing and, in particular, will rank in full for all dividends or other distributions
declared, made or paid on the Shares in respect of a record date which falls after the Listing Date.

SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme. Please see the section headed
“Appendix I[V—Statutory and General Information—D. Share Option Scheme” in this prospectus for
further details of the Share Option Scheme.
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GENERAL MANDATE TO ISSUE SHARES

Subject to the Global Offering becoming unconditional, our Directors have been granted a
general unconditional mandate to allot, issue and deal with Shares and to make or grant offers,
agreements or options which might require such Shares to be allotted and issued or dealt with at any
time subject to the requirement that the aggregate nominal value of the Shares so allotted and issued

or agreed conditionally or unconditionally to be allotted and issued, shall not exceed the sum of:

(i) 20% of the aggregate nominal value of the share capital of our Company in issue
immediately following completion of the Global Offering (but excluding any Shares which

may be issued pursuant to the exercise of the Over-allotment Option); and

(i1)) the nominal amount of our share capital repurchased by our Company (if any) pursuant to

the repurchase mandate (as mentioned below).

This general mandate to issue Shares will remain in effect until:

(i) at the conclusion of our next annual general meeting; or

(i1) the expiration of the period within which our Company’s next annual general meeting is

required to be held under any applicable laws or the Articles; or

(iii) the variation or revocation of this general mandate by an ordinary resolution of our

Shareholders at a general meeting, whichever is the earliest.

Please see the section headed “Appendix IV—Statutory and General Information—A. Further
Information about our Group—3. Resolutions of our Shareholders” in this prospectus for further
details of this general mandate.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the conditions stated in the section headed “Structure of the Global
Offering—Conditions of the Hong Kong Public Offering”, our Directors have been granted a general
unconditional mandate to exercise all the powers of our Company to repurchase Shares with a total
nominal value of not more than 10% of the total nominal value of our share capital in issue
immediately following the completion of the Global Offering (but excluding any Shares which may

be issued pursuant to the exercise of the Over-allotment Option).

This general mandate relates only to repurchases made on the Stock Exchange, or on any other
stock exchange on which the Shares are listed (and which is recognized by the SFC and the Stock
Exchange for this purpose), and made in accordance with the Listing Rules. A summary of the relevant
Listing Rules is set out in the section headed “Appendix [V—Statutory and General Information—A.

Further Information About Our Group—6. Repurchase of our own Securities” in this prospectus.
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This general mandate to repurchase Shares will expire:

(i) at the conclusion of our next annual general meeting; or

(i1) the expiration of the period within which our Company’s next annual general meeting is

required to be held under any applicable laws or the Articles; or

(iii) the variation or revocation of this general mandate by an ordinary resolution of our

Shareholders at a general meeting, whichever is the earliest.

Please see the section headed “Appendix IV—Statutory and General Information—A. Further
Information About Our Group—3. Resolutions of our Shareholders” in this prospectus for further

details of this general mandate.
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So far as our Directors are aware, the following persons will, immediately following the
completion of the Global Offering and assuming that the Over-allotment Option is not exercised, have
beneficial interests or short positions in our Shares or underlying Shares, which would be required to
be disclosed to us under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who is, directly
or indirectly, interested in 10% or more of the nominal value of any class of share capital carrying

rights to vote in all circumstances at general meetings of our Company:

Approximate
percentage of

interest in our

Company
immediately after
the Global
Name of Shareholder Nature of interest Number of Shares Offering™
Divine Foods ...........cc.c..e.. Beneficial owner 11,640,000,000 85%
Divine Foods-1............... Interest in controlled corporation 11,640,000,000 85%
Divine Foods-2® ............... Deemed interest as an associate of a 11,640,000,000 85%
substantial shareholder
Divine Foods-3® ............... Interest in controlled corporation 11,640,000,000 85%
Mr. Xu®® Interest in controlled corporation 11,640,000,000 85%
interest of spouse
Ms. Chen®® ... Interest of spouse 11,640,000,000 85%
Ms. Xu@ o, Interest in controlled corporation 11,640,000,000 85%

(1) Assuming the Over-allotment Option is not exercised.

(2)  Divine Foods is 50%, 10% and 40% legally owned by Divine Foods-1, Divine Foods-2 and Divine Foods-3 respectively,
which in turn are separately wholly-owned by Mr. Xu, Ms. Chen and Ms. Xu respectively.

(3)  Mr. Xu and Ms. Chen are spouses. Accordingly each of Mr. Xu and Ms. Chen is deemed, or taken to be, interested in

all Shares and underlying Shares in which their spousal counterpart is interested in for the purpose of the SFO.

Save as disclosed above, our Directors are not aware of any other person who will, immediately
following the completion of the Global Offering and assuming that the Over-allotment Option is not
exercised, have beneficial interests or short positions in our Shares or underlying Shares, which would
be required to be disclosed to us under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or who is, directly or indirectly, interested in 10% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general meetings of our Company. Our Directors
are not aware of any arrangement which may at a subsequent date result in a change of control of our

Company.
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GENERAL

The following table sets forth certain information concerning our Directors and senior

management of our Group:

Date of Date of Joining
Name Age Position/Title Roles and Responsibility Appointment our Group

Executive Directors
Mr. Xu 57 Chairman, executive e overseeing the overall November 4, 1992
Shihui Director and chief business operations, 2014
executive officer being responsible for
making major corporate
and operational
decisions of our Group
and formulating
strategic planning of
our Group
e chairman of the
Nomination Committee

Mr. Zhuang 37  executive vice e being responsible for  June 14, 2015 1998
Weiqiang president of our overall marketing and
Group and executive  distribution of products
Director of our Group

Ms. Xu 32 vice president and e being responsible for = November 4, 2008
Yangyang, executive Director making corporate and 2014
daughter operational decisions of
of Mr. Xu our Group and
Shihui managing the
day-to-day operation of
our Group
e member of the
Remuneration
Committee
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Date of Date of Joining
Name Age Position/Title Roles and Responsibility Appointment our Group
Non-executive Directors
Ms. Xu 60  non-executive e participating in June 14, 2015 1992
Biying, Director formulating the
sister of corporate and business
Mr. Xu strategic plans of our
Shihui Group
Ms. Hu 45 non-executive e participating in May 4, 2015 2015
Xiaoling Director formulating the
corporate and business
strategic plans of our
Group and providing
advice on investment
activities of our Group
e member of the Audit
Committee
Independent non-executive Directors
Mr. Cheng 62  independent e supervising and August 25, 2015
Hanchuan non-executive providing independent 2015
Director judgment to our Board
e member of the Audit
Committee
e member of the
Nomination Committee
Mr. Liu 50 independent e supervising and August 25, 2015
Xiaobin non-executive providing independent 2015
Director judgment to our Board
e member of the
Nomination Committee
e member of the
Remuneration
Committee
Dr. Lin 60  independent e supervising and August 25, 2015
Zhijun non-executive providing independent 2015
Director judgment to our Board

e chairman of the Audit
Committee and the
Remuneration
Committee
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Date of Date of Joining
Name Age Position/Title Roles and Responsibility Appointment our Group
Senior Management
Mr. Chen 45  vice president of our e overseeing and November 1992
Baoguo, Group in charge of managing overall 2010
brother of production production activities of
Ms. Chen our Group, including
Liling product research and
development and
quality control
Mr. Wu 35  chief financial e overseeing and August 2008 1999
Xinchuan officer managing overall
finance of our Group
Mr. Huang 49  chief procurement e supervising and June 2008 1993
Zhiqing officer managing procurement
of our Group
Mr. Le 37  head of product e being responsible for = May 2007 2003
Zhengiao research and research and
development development of new
department of our products and
Group production technology
of our Group and
supervising the quality
of products of our
Group
Mr. Tu 47  general counsel, e supervising and June 2008 2007
Zhiqian deputy director of managing legal and
the administration, compliance affairs of
human resources and  our Group and
general management company secretarial
department and joint  affairs of our Group
company secretary
DIRECTORS

The Board currently consists of eight Directors, comprising three executive Directors, two

non-executive Directors and three independent non-executive Directors. The functions and duties of

the Board include convening shareholders’ meetings, reporting on the Board’s work at these meetings,

implementing resolutions passed in these meetings, determining business and investment plans,

formulating our annual budget and final accounts, and formulating our proposals for profit

distributions as well as the increase or reduction of registered capital. In addition, the Board is

responsible for exercising other powers, functions and duties in accordance with the Articles.
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Executive Directors

Mr. Xu Shihui (FF it #8), aged 57, is the founder of our Group, Chairman, executive Director and
chief executive officer of our Company and was appointed as a Director on November 4, 2014. Mr.
Xu is responsible for formulating the overall strategic planning and major business decision of our
Group. Mr. Xu has been the chairman and the president of Fujian Dali since the establishment of
Fujian Dali in 1992 and has served as the chairman of all subsidiaries of our Group since their
establishment. Under Mr. Xu’s leadership, our business has grown from a local food manufacturing
company in Fujian province to a nationwide snack food and non-alcoholic beverage company in China
with a diversified multi-brand product portfolio focusing on high-growth product categories. Mr. Xu
has accumulated 28 years of experience in food manufacturing industry since he worked as head of
factory for Hui’an Succade Factory (% ZE ) from 1987 to 1989.

Mr. Xu has been a representative of the eleventh and twelfth National People’s Congress of the
People’s Republic of China ("3 A &3 AIE] 2 A R F K E) in 2008 and 2013. Over the years,
Mr. Xu has received many awards and accolades acknowledging his contributions to both the food and
beverage industry and the society, examples of which are set out in the table below:

Date of award
Honor/Award Awarding Body granted

Outstanding Contribution Award of China China Association of Bakery and May 2013
Bakery and Confectionary Industry Confectionary Industry

CPEORE 5 i i B LSR8 M TURREE) (B 5 Rt il S LS b )

News Figure of China Food Industry Elite China Food Industry Elite Summit  September 2009
Forum of the 30th Anniversary of the Organizing Committee
Reform and Opening up (MCEFIA30M  (H B & MATER g g H L )
A o BB AT SRS S TELRT )

Outstanding Entrepreneur of Fujian People’s Government of Fujian March 2009
Province (8 & X BRI MAER) Province (&% & A REBUM)

China Charity Award (H %24 % 4%) Ministry of Civil Affairs of the December 2008
extraordinary contribution award People’s Republic of China
(5 1l B Rk %) (P N R LA B IR O

Mr. Xu is not and has not been a director of any other listed companies in Hong Kong or overseas
in the past three years. Mr. Xu is the father of Ms. Xu Yangyang and the brother of Ms. Xu Biying.

Mr. Zhuang Weiqiang (¥ 1£58), aged 37, was appointed as an executive Director on June 14,
2015. Mr. Zhuang joined our Group in 1998 and has more than 17 years of experience in management
with our Group. Mr. Zhuang has been the executive vice president of our Group in charge of overall
marketing and distribution of products of our Group since 2006. Prior to this, Mr. Zhuang had been
the general manager of Jinan Dali from 2004 to 2006 and the general manager of Chengdu Dali from
2000 to 2004. He had been a financial specialist of Chengdu Dali from 1998 to 2000.
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Mr. Zhuang graduated from the continuing education course of Sichuan Agricultural
Management Cadre Institute (P4 1] 2 SE% L #8EEBE) with a certificate in business administration in
January 2007. Mr. Zhuang obtained a professional title as senior economist in Jilin province in January
2010.

Mr. Zhuang is not and has not been a director of any other listed companies in Hong Kong or

overseas in the past three years.

Ms. Xu Yangyang (FFFE/%), aged 32, is the vice president and executive Director of our
Company in charge of making corporate and operational decisions and managing the day-to-day
operation of our Group. Ms. Xu was appointed as a Director on November 4, 2014. She joined our
Group in 2008 and has worked as a director and the vice president of Fujian Dali from 2009 to date
and is also the supervisor of various subsidiaries of our Group. With more than 7 years of experience
in our Group, Ms. Xu has held various positions in Fujian Dali from July 2008 to date, including the
chairman of the labour union, workshop director and deputy factory manager. Outside our Group, Ms.
Xu also has various important appointments, including the vice president of Fujian Association of
Health Care Products and Cosmetics (1 £ & &1L th ) since September 2012 and the vice president
of the fifth session of the Standing Committee of Youth Chamber of Commerce of the Youth
Entrepreneurs Association of Quanzhou (RIM M HFEEERMHE HTHERE) in July 2010. Ms. Xu
graduated from Xiamen University (&[] KX %) with a bachelor’s degree in international economy and
trade in 2005.

Awards and recognitions obtained by Ms. Xu are as follows:

Date of Award
Honours/Awards Issuing Authority Presentation

The Tenth Fujian May Fourth Youth The Communist Youth League Fujian May 2013
Medal (58 1 e 85 4 1 U 88 5 Committee (FLH HEREE)
The Youth Federation of Fujian
Province (18 & 7 F W & &)

Outstanding Woman in Economics of The Municipal Publicity Department of November 2010

the First Session of Quanzhou City the Chinese Communist Party
R T e A58 o 20 2 ) Quanzhou Committee

(IR T = E ),

Quanzhou Federation of Trade Unions
CRM TR Ten,

The Women’s Federations of Quanzhou
CR AN Tt W65 €F) and

Quanzhou Federation of Industry &
Commerce (5% M7 T/ 3B 5 €)

Ms. Xu is not and has not been a director of any other listed companies in Hong Kong or overseas
in the past three years. Ms. Xu is the daughter of Mr. Xu Shihui.
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Non-executive Directors

Ms. Xu Biying (FFE®), aged 60, was appointed as a non-executive Director on June 14, 2015.
With 28 years of experience in the food manufacturing industry, Ms. Xu Biying has been the vice
president of our Group, participating in the formulation of the corporate and business plans of our
Group, since the establishment of our Group in 1992 until 2010, and has rich experience in the snack
food industry and corporate management. Ms. Xu Biying has been assisting Mr. Xu in developing our

Company into one of the leading Food and Beverage Companies in China.

Ms. Xu Biying has over 17 years of experience in financial management. Ms. Xu received the
Certificate for Qualified Accountant (& FFAI/LERE A7 E) from Department of Human Resources
and Social Security of Fujian Province (f&%&& A JJ & RMAL & R [EHE) (previously known as the
Personnel Department of Fujian Province (#&## & A HE)) in December 1998.

Ms. Xu Biying is not and has not been a director of any other listed companies in Hong Kong

or overseas in the past three years. Ms. Xu Biying is the sister of Mr. Xu Shihui.

Ms. Hu Xiaoling (#1#£3%), aged 45, was appointed as a non-executive Director on May 4, 2015.
Ms. Hu is responsible for providing advice on investment activities of our Group. Ms. Hu joined CDH
Investments in 2002 and is currently a managing director of CDH Investments Management (Hong
Kong) Limited, which is a Hong Kong company incorporated in accordance with the Business
Registration Ordinance of Hong Kong on April 22, 2003. Ms. Hu has been a non-executive director
of Belle International Holdings Limited (a company listed on the Stock Exchange, stock code: 1880)
since September 2005 and Baroque Japan Limited since August 2013, respectively. Ms. Hu had been
a non-executive director of SYSWIN Inc. (a company once listed on the New York Stock Exchange,
ticker: SYSW) from November 2008 to August 2013 and SUNAC China Holdings Limited (a company
listed on the Stock Exchange, stock code: 1918) from November 2007 to August 2014. Ms. Hu has
been a director of Midea Group Co., Ltd. (a company listed on the Shenzhen Stock Exchange, stock
code: 000333) since August 2012 and Anhui Yingliu Electromechanical Co., Limited (a company
listed on the Shanghai Stock Exchange, stock code: 603308) since April 2006, respectively. Ms. Hu
has also been a director of Beijing Motie Book Corporation Company since July 2010. Prior to joining
CDH Investments Management (Hong Kong) Limited, Ms. Hu had worked at the direct investment
department of China International Capital Corporation Limited and Arthur Andersen.

Ms. Hu graduated from Beijing Jiaotong University (dtIL3c# KE), previously known as
Northen Jiaotong University (Jt 77 3¢# K £), with a master’s degree in Economics and Accounting
and a bachelor’s degree in Economics. Ms. Hu has also been a fellow member of the Association of

Chartered Certified Accountants.

Save as disclosed above, Ms. Hu is not and has not been a director of any other listed companies

in Hong Kong or overseas in the past three years.
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Independent Non-executive Directors

Mr. Cheng Hanchuan (F27£)I]), aged 62, was appointed as an independent non-executive
Director on August 25, 2015. Mr. Cheng had been the head of factory of the Hui’an Huiquan Beer
Brewery (%03 B R T FT) from August 1991 to February 1997 and the chairman, vice chairman,
director and general manager of Huiquan Brewage Group Inc. Fujian China (% 5 25 % WUIP 48 9 ik
WA PR/ 7)) (now known as FuJian YanJing HuiQuan Brewery Co., Ltd (% 5 8 50 2 IR MU 0 A
FRZ>]), a company listed on the Shanghai Stock Exchange, stock code: 600573) from January 1997
to August 2013. Mr. Cheng had been the vice chairman of the specialized committee of beer of China
Food Industry Association (112 £ i L2 h & W5 2 2£ 2% B €) from March 2008 to May 2013. Mr.
Cheng had also been the vice chairman of the seventh session committee of Fujian Federation of
Enterprises and Entrepreneurs (188 B3 BEZK G ®) and Fujian Federation of Industrial
Economic (&8 LTS &) from April 2012 to May 2013.

Mr. Cheng graduated from Fujian Normal University (7 & fifi#i KX £%) with a diploma in Business
Administration in July 2010 and was awarded the professional qualification as a senior economist by
the Personnel Department of Fujian Province (#8 & # A S &) (now known as “Department of Human
Resource and Social Security of Fujian Province” (fR& & A1 &I 4+ & fREEHE) in August 1997.
Mr. Cheng has been an expert who enjoys the special allowance of the State Council since June 2000.

Save as disclosed above, Mr. Cheng is not and has not been a director of any other listed
companies in Hong Kong or overseas in the past three years.

Mr. Liu Xiaobin (£]/MR), aged 50, was appointed as an independent non-executive Director on
August 25, 2015. Mr. Liu has been engaged in teaching Chinese in Xiamen University (J& [ K£2)
since September 1989. He was an assistant professor of Chinese language and literature from August
2007 to July 2010, and currently holds the position of a lecturer at the Overseas Education College
of Xiamen University.

Mr. Liu graduated from Xiamen University in July 1986 with a bachelor’s degree in Arts
(Chinese Literature) and Northwest University in China in June 1989 with a master’s degree in Arts
(Classic Chinese Literature).

Mr. Liu is not and has not been a director of any other listed companies in Hong Kong or overseas
in the past three years.

Dr. Lin Zhijun (A7 E), aged 60, was appointed as an independent non-executive Director on
August 25, 2015. Dr. Lin has also been an independent non-executive director of Springland
International Holdings Limited (a company listed on the Stock Exchange, stock code: 1700) since
February 2008, of Sinotruk (Hong Kong) Limited (a company listed on the Stock Exchange, Stock
Code: 3808) since February 2007 and of China Everbright Limited (a company listed on the Stock
Exchange, stock code: 0165) since September 2005. Dr. Lin was an independent non-executive
director of Zhengzhou Coal Mining Machinery Group Company Limited (a company listed on the
Stock Exchange, stock code: 0564) from February 2012 to April 2014. Dr. Lin is the Dean of the
School of Business in Macau University of Science and Technology. From August 1998 to January
2015, he was a Professor and Head of the Department of Accountancy and Law in Hong Kong Baptist
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University. Prior to these positions, Dr. Lin also worked for The University of Hong Kong as a visiting
professor, the Faculty of Management of Lethbridge University in Canada as a tenured professor and
Xiamen University (J& [ K%£). Dr. Lin worked at the Toronto office of an international accounting
firm from December 1982 to November 1983.

Dr. Lin holds a master’s degree in Science in Accounting from University of Saskatchewan in
Canada in October 1991 and a Doctorate’s degree in Economics (Accounting) from Xiamen University
in December 1985. Dr. Lin is also a member of the American Institute of Certified Public Accountants
since August 1995, the Chinese Institute of Certified Public Accountants since June 1995 and the
Washington Institute of Certified Management Accountants since May 1995. He is a member of
various educational accounting associations including the American Accounting Association.

Save as disclosed above, Dr. Lin is not and has not been a director of any other listed companies
in Hong Kong or overseas in the past three years.

GENERAL
Save as disclosed above, each of our Directors has confirmed that:

(i) he or she does not and has not held any other directorships in listed companies during the
three years immediately prior to the date of this prospectus;

(i) there is no other information in respect of such Director to be disclosed pursuant to Rule
13.51(2) of the Listing Rules; and

(iii) there is no other matter that needs to be brought to the attention of our Shareholders.

None of the Directors has any interests in a business apart from our Group’s business which
competes or is likely to compete, directly or indirectly, with our Group’s business and would require
disclosure under Rule 8.10 of the Listing Rules.

SENIOR MANAGEMENT

The senior management team of our Group, in addition to the executive Directors listed above,
are as follows:

Mr. Chen Baoguo (FRE Bl), aged 45, is the vice president of our Group. Mr. Chen is responsible
for overseeing and managing overall production activities and quality control of our Group. With over
23 years of experience in our Group, Mr. Chen has served in Fujian Dali as the head of production
technology development department from 1992 to 2010. Mr. Chen is the brother of Ms. Chen.

Mr. Chen graduated from the Professional Online Education Program in Food Science and
Engineering (Bakery) of Jiangnan University (JLF§K%:) in 2011. Mr. Chen was awarded the
professional qualification of Grade 1 Senior Technician by the Ministry of Labour and Social Security
of the PRC (H3#E A I E0 45 #) Al4L & R B 56) in December 2008. Mr. Chen was awarded the
Certificate of Professional Technology Training by the Technology Training Center of the China Food
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Industry Association (*[B & & T2, & £ i1 5551l #.0>) in December 2007, and was appointed as a
member of the Expert Committee of the China National Food Industry Association (*' [ & /i T 31
T HEXZ B ®Z%E) during the same period. He was awarded the certified qualification of senior baker
by the Bakery Food and Confectionary Expert Committee of the Society of Food Science of Shanghai

(LT EMHEE) in April 2004.

Mr. Wu Xinchuan (R fiXJIl), aged 35, is the chief financial officer of our Group and has held
the current post since 2008. Mr. Wu is responsible for overseeing and managing overall finance of our
Group. With over 15 years of experience within our Group, Mr. Wu had held various positions at our
Group from 1999 to 2008, including head of the finance department of our Group, financial director
of Jinan Dali, accountant of Quanzhou Dali, and financial specialist of Hubei Dali.

Mr. Wu graduated from the Accounting Department of the School of Modern Distance Education
(BIREFEHE 2 P%) of Beijing University of Aeronautics and Astronautics (365 AT %2 il K K£:) with
a diploma in Accounting in 2015.

Mr. Huang Zhiqing (2&78), aged 49, is the chief procurement officer of our Group and has
held the current post since 2008. Mr. Huang is responsible for supervising and managing the overall
purchasing and supply of our Group. With over 22 years of experience within our Group, Mr. Huang
had served as the head of the procurement department in our Group from 2006 to 2008, as a purchasing
manager in Fujian Dali from 1998 to 2006 and as a purchasing specialist in Fujian Dali from 1993 to
1998.

Mr. Huang was awarded the professional title of senior economist by the Human Resources and
Social Security Department of Jilin province (¥ #K& A J1 & WAL & fR B BE) in 2012.

Mr. Le Zhenqiao ($43RE8), aged 37, is the head of product research and development department
of our Group and has held the current post since 2007. Mr. Le is responsible for research and
development of new products and supervising the quality control of the products of our Group. With
over 12 years of experience within our Group, Mr. Le served as a researcher of technology
development and quality control in our Group from 2003 to 2007.

Mr. Le graduated in 2001 from Shaanxi University of Science and Technology (PR 75 K£2),
previously known as Northwest Institute of Light Industry (FGI0# T34 ELB), with a bachelor’s degree
in Biochemical Engineering, with a minor in Computer Application and Maintenance. Mr. Le
completed the food safety capacity building program organized by the Department of Human
Resources and Social Security (A J7 & I Fi 4t & ff % &) and China Food Industry Association in 2014,
Mr. Le was awarded the professional qualification of Engineer of Biochemistry by the Human
Resources and Social Security Department of Fujian Province in 2009. Mr. Le was awarded the
Certificate of Professional Qualification in Quality Specialization (Bl & Z Rl A B HE 3 E A& 5 )
by the Ministry of Personnel of the PRC ("% A\ [ ILANE A 2 7) and the AQSIQ in 2005. Mr. Le was
engaged by the Committee of Standardization Administration of the PRC ([ [H FZHEHEAL 4 1 % B
) as a member for the National Committee of Snack Food Technology Standardization (SAC/TC490)
(B AR & AR AL BT ZE B ®) in 2009 and as a member for the National Committee of Baked
Product Technology Standardization (SAC/TC488) (2[5 £ )&% fh = HE{L # 9if 2% B &) in 2004. Mr. Le
was awarded the honorary title of National Advanced Worker for Quality Works (4’ & T{F G
TAE#) by the China Quality Inspection Association (' [H’Z & 4 5 15 €) in 2014.
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Mr. Tu Zhiqgian (R7EE), aged 47, has served as a joint company secretary of our Group since
June 3, 2015. Mr. Tu joined our Group in 2007 as the general counsel of our Group and the head of
human resources department and has held the position as the deputy director of the department of

administration, human resources and general management since 2008.

Mr. Tu graduated from Fuzhou University (fiJl X&) in 2009 with a master’s degree in Law,
from a distance education program in Tsinghua University (75 % K£) in 2005 with a bachelor’s
degree in Laws and from Dalian Polytechnic University (K% T3 K#5), previously known as Dalian
Institute of Light Industry (KZ# T3 p¢), in 1989 with a diploma in Industrial Management
Engineering. Mr. Tu obtained a practicing certificate in Law in the PRC issued by the Department of
Justice of Fujian Province (&% & 75 HE) in 2007. Mr. Tu was awarded the Registered Qualification
Certificate of Enterprise Legal Advisor (2% 14 Bl [ 3 25 & #% 75 ) jointly issued by the Ministry of
Personnel of the PRC, the Commission of State-owned Assets Supervision and Administration of the
State Council ([B%5B A & & BB & M Z B ®) and the Ministry of Justice of the PRC in 2005.

None of our senior management has been a director of any listed company in the past three years.
JOINT COMPANY SECRETARIES

Mr. Tu Zhiqgian CR& ) is a joint company secretary of our Company. Please see the paragraph

headed “—Senior Management” in this section for the biographical details of Mr. Tu.

Ms. Cheng Pik Yuk (#Z %), alias Patsy Cheng, aged 57, has served as a joint company
secretary of our Company since June 3, 2015. Ms. Cheng is a director of corporate services of Tricor
Services Limited (“Tricor”). Ms. Cheng has over 30 years of experience in the corporate secretarial
field, providing professional corporate secretarial services to listed companies as well as
multi-national, private and offshore companies. She is currently the company secretary / joint

company secretary / assistant company secretary of some listed companies on the Stock Exchange.

Ms. Cheng graduated from Hong Kong Polytechnic (now known as Hong Kong Polytechnic
University) in 1980 with a higher diploma in Company Secretaryship and Administration. Ms. Cheng
is a chartered secretary and a fellow of both of the Hong Kong Institute of Chartered Secretaries
(“HKICS”) and The Institute of Chartered Secretaries and Administrators in the United Kingdom. She
is a holder of the Practitioner’s Endorsement from HKICS. Prior to joining Tricor, Ms. Cheng was a
senior manager as well as the departmental manager of company secretarial services at Deloitte
Touche Tohmatsu in Hong Kong, provided corporate secretarial and share registration services to

companies.
BOARD COMMITTEE

We have established the following committees under our Board of Directors: Audit Committee,
Remuneration Committee and Nomination Committee. The committees operate in accordance with

their respective terms of reference established by our Board of Directors.
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Audit Committee

We have established the Audit Committee with written terms of reference in compliance with the
Code on Corporate Governance Practices, as set out in Appendix 14 to the Listing Rules. The audit
committee consists of three members: two independent non-executive Directors, namely, Dr. Lin
Zhijun and Mr. Cheng Hanchuan, and one non-executive Director, namely, Ms. Hu Xiaoling. The
chairman of the Audit Committee is Dr. Lin Zhijun. The primary duties of the Audit Committee are
to review and supervise the financial reporting process and internal control system of our Group.

Remuneration Committee

We have established the Remuneration Committee with written terms of reference in compliance
with the Code on Corporate Governance Practices, as set out in Appendix 14 to the Listing Rules. The
Remuneration Committee consists of three members: two independent non-executive Directors,
namely, Dr. Lin Zhijun and Mr. Liu Xiaobin, and one executive Director, namely, Ms. Xu Yangyang.
The chairman of the Remuneration Committee is Dr. Lin Zhijun. The primary duties of the
Remuneration Committee are to evaluate and make recommendations to the Board on the remuneration
policy covering the Directors and senior management of our Group.

Nomination Committee

We have established the Nomination Committee with written terms of reference in compliance
with the Code on Corporate Governance Practices, as set out in Appendix 14 to the Listing Rules. The
Nomination Committee consists of three members: two independent non-executive Directors, namely,
Mr. Liu Xiaobin and Mr. Cheng Hanchuan, and one executive Director, Mr. Xu Shihui. The chairman
of the Nomination Committee is Mr. Xu Shihui. The primary duties of the Nomination Committee are
to identify, screen and recommend to the Board appropriate candidates to serve as directors of our
Company and to oversee the process for evaluating the performance of the Board.

COMPENSATION OF DIRECTORS AND SENIOR MANAGEMENT

Our Directors and senior management receive compensation in the form of salaries, bonuses,
contributions to pension schemes, long-term incentives (including share-based compensation),
housing and other allowances and benefits in kind subject to applicable laws, rules and regulations.
The aggregate amount of compensation (including fees, salaries, bonuses, stock, stock options,
contributions to pension schemes, long-term incentives, housing and other allowances) and benefits
in kind paid to the Directors for the three years ended December 31, 2012, 2013 and 2014, and the
six months ended June 30, 2015 was approximately RMBO0.55 million, RMB0.95 million, RMB1.06
million and RMB2.57 million, respectively. The aggregate amount of compensation and benefits in
kind paid to the five highest paid individual employees of our Group for the three years ended
December 31, 2012, 2013 and 2014, and the six months ended June 30, 2015 was approximately
RMB1.13 million, RMB2.02 million, RMB2.26 million and RMB3.62 million, respectively.

Under the arrangements currently in force, we estimate the aggregate of the remuneration and
benefits in kind payable to the Directors for the year ending December 31, 2015 to be RMB5.30
million. The executive Directors receive compensation in the form of salaries, bonuses, contributions
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to pension schemes, long-term incentives, housing and other allowances and benefits in kind subject
to applicable laws, rules and regulations. Please see the section headed “Appendix IV—Statutory and
General Information—C. Further Information about our Directors and Substantial Shareholders—2.
Particulars of Service Contracts” in this prospectus for further details on the executive Directors’
compensation.

The independent non-executive Directors receive fees from our Company. All Directors receive
reimbursements from our Company for expenses which are necessary and reasonably incurred for
providing services to our Company or executing matters in relation to the operations of our Company
and are paid out of the funds of our Company by way of fees for their services as directors such sums
(if any) as the Directors may from time to time determine (not exceeding in aggregate an annual sum
excluding other amounts payable (e.g. expenses as remuneration for employment) or such larger
amount as our Company may by ordinary resolution determine. Save as disclosed above, the Directors
are not entitled to receive any other special benefits from our Company. The compensation of the
Directors is determined by the Board which, following listing, will receive recommendations from the
Remuneration Committee which will take into account applicable laws, rules and regulations.

SHARE OPTION SCHEME

We have adopted the Share Option Scheme. Please see the section headed “Appendix
IV—Statutory and General Information—D. Share Option Scheme” in this prospectus for further
details of the Share Option Scheme.

COMPLIANCE ADVISOR

We have appointed Guotai Junan Capital Limited as our compliance advisor pursuant to Rule
3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, our compliance advisor will
advise us in the following circumstances:

° before the publication of any regulatory announcement, circular or financial report;

° where a transaction, which might be a notifiable or connected transaction, is contemplated,
including share issues and share repurchases;

° where we propose to use the proceeds of the Global Offering in a manner different from that
detailed in this prospectus or where our business activities, developments or results deviate
from any forecast, estimate or other information in this prospectus; and

° where the Stock Exchange makes an inquiry of us regarding unusual movements in the price
or trading volume of our Shares.

The term of the appointment shall commence on the Listing Date and end on the date on which
we distribute our annual report in respect of our financial results for the first full fiscal year
commencing after the Listing Date and such appointment may be subject to extension by mutual
agreement.
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CODE ON CORPORATE GOVERNANCE PRACTICES

Our Company has appointed Mr. Xu as both the Chairman and the chief executive officer of our
Company. The Board believes that vesting the roles of the Chairman and chief executive officer in the
same individual would enable our Company to achieve higher responsiveness, efficiency and
effectiveness when formulating business strategies and executing business plans. The Board believes
that the balance of power and authority is sufficiently maintained by the operation of the Board,

comprising the executive Directors and independent non-executive Directors.
Save as disclosed herein above, as at the Latest Practicable Date, the Directors consider that our

Company has fully complied with the applicable code provisions as set out in the Code of Corporate

Governance Practices as contained in Appendix 14 to the Listing Rules from the Listing Date.
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FUTURE PLANS

Please see the section headed “Business—Our Competitive Strategies” in this prospectus for
further details of our future plans.

USE OF PROCEEDS

Assuming an Offer Price of HK$5.58 per Offer Share (being the mid-point of the Offer Price
range stated in this prospectus) and no exercise of the Over-allotment Option, we estimate that (i) the
gross proceeds of the Global Offering that we will receive will be approximately HK$9,453 million,
and (ii) the net proceeds of the Global Offering that we will receive, after deduction of underwriting
fees and commissions and estimated expenses payable by us in connection with the Global Offering,
will be approximately HK$9,152 million.

If the Over-allotment Option is exercised in full, we estimate that we will receive additional net
proceeds of approximately HK$1,385 million, after deduction of underwriting fees and commissions
and estimated expenses payable by us in connection with the Global Offering.

If the Offer Price is fixed at HK$6.15 per Offer Share (being the high end of the Offer Price range
stated in this prospectus), assuming the Over-allotment Option is not exercised, we will receive
additional net proceeds of approximately HK$943 million, and assuming the Over-allotment Option
is exercised in full, we will receive additional net proceeds of approximately HK$1,527 million.

If the Offer Price is fixed at HK$5.00 per Offer Share (being the low end of the Offer Price range
stated in this prospectus), assuming the Over-allotment Option is not exercised, the net proceeds we
receive will be reduced by approximately HK$960 million, and assuming the Over-allotment Option
is exercised in full, the net proceeds we receive will be reduced by approximately HK$1,241 million.

We intend to use the net proceeds of the Global Offering, assuming the Over-allotment Option
is not exercised, for the following purposes:

° approximately 20%, or HK$1,830 million, will be used for, development, introduction and
promotion of our new products, including improving our research and development
capabilities, elevating our market awareness and enhancing our advertising and other
promotion efforts in relation to new product launch. As of the Latest Practicable Date, we
had 16 food products and six beverage products in our research and development pipeline
and expect to launch five to ten new products in 2015 and 2016.

° approximately 20%, or HK$1,830 million, will be used for the expansion and upgrade of
our production capacity and the manufacturing network, of which approximately (i) 15%
will be used for construction of new production facilities, including the new food and
beverage production facilities in Shenyang, Liaoning province; and (ii) 5% will be used for
increasing production capacity through introducing additional automated production lines
and further upgrade our production technology to consistently deliver more high quality
products and reduce manufacturing costs.
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° approximately 20%, or HK$1,830 million, will be used for enhancing our presence in the
sales channels and promoting our brands, of which approximately (i) 10% will be used for
promoting our brands through different channels in particular modern retail, specialty and
catering channels; (ii) 5% will be used for strengthening our sales capability by expanding
sales teams; (iii) 5% will be used for implementing a more comprehensive information

technology system and developing our e-commerce channel.

° approximately 30%, or HK$2,746 million, will be used for potential future acquisition and
business cooperation that will help us to consolidate our position in the overall food and
beverage industry by leveraging on our extensive nationwide sales and distribution
network. We will selectively pursue potential opportunities including entering new product
categories, enhancing our production technology, increasing our research and development
capabilities and expanding our sales and distribution network. As of the Latest Practicable
Date, we had not engaged in any negotiations or entered into any letter of intent or any
definitive and finalized understanding, commitment or agreement, legally binding or not,
in connection with any business acquisitions nor had we commenced any due diligence
process in relation to the same. We intend to explore acquisition targets that can enable us
to further penetrate into and increase our share in the market or that can enhance our
potentials to launch new product categories. We may identify potential targets through
internal market research and/or referral by our business partners with a focus on those
which are established, profitable, sustainable and complementary to our Group’s business
and in line with our Group’s business strategies from time to time. Currently, we do not set
any monetary thresholds for potential targets. We may resort to equity financing or external
borrowing for further funds as and when needed. Our Board will review and, if it thinks fit,
approve the relevant acquisitions proposals and will also ensure that our acquisitions and
business cooperations will be made in compliance with applicable laws, regulations and the

Listing Rules.

° approximately 10%, or HK$915 million, will be used for our working capital and other

general corporate purposes.

If the Over-allotment Option is exercised in full, our Directors intend to apply the net proceeds

from the issue of the additional Shares on a pro rata basis in accordance with the allocation above.

In the event that the Offer Price is fixed at a higher or lower level compared to the mid-point

of the proposed Offer Price range, we will adjust the allocation of net proceeds on a pro rata basis.
To the extent that the net proceeds of the Global Offering are not immediately applied to the

above purposes, it is our present intention that those net proceeds will be deposited into

interest-bearing bank accounts and/or money market instruments.
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THE CORNERSTONE PLACING

We have entered into cornerstone investment agreements with, amongst others, three cornerstone
investors (the “Cornerstone Investors”, and each a “Cornerstone Investor”), who agreed to
subscribe, or cause their respective designated entities to subscribe, for such number of our Offer
Shares (rounded down to the nearest whole board lot of 500 Shares) which may be purchased with an
aggregate amount of approximately US$305 million (equivalent to approximately HK$2.36 billion)
(the “Cornerstone Placing”) at the Offer Price.

Assuming an Offer Price of HK$5.00 per Share (being the low end of the Offer Price range set
out in this prospectus), the total number of Shares subscribed by the Cornerstone Investors would be
approximately 472,158,000, representing approximately (i) 27.87% of the Offer Shares, assuming that
the Over-allotment Option is not exercised; (ii) 3.45% of the Shares in issue upon completion of the
Global Offering, assuming that the Over-allotment Option is not exercised; and (iii) 3.39% of the
Shares in issue upon completion of the Global Offering, assuming that the Over-allotment Option is
exercised in full. Assuming an Offer Price of HK$5.58 per Share (being the mid-point of the Offer
Price range set out in this prospectus), the total number of Shares subscribed by the Cornerstone
Investors would be approximately 423,079,500, representing approximately (i) 24.97% of the Offer
Shares, assuming that the Over-allotment Option is not exercised; (ii) 3.09% of the Shares in issue
upon completion of the Global Offering, assuming that the Over-allotment Option is not exercised; and
(iii) 3.03% of the Shares in issue upon completion of the Global Offering, assuming that the
Over-allotment Option is exercised in full. Assuming an Offer Price of HK$6.15 per Share (being the
high end of the Offer Price range set out in this prospectus), the total number of Shares subscribed
by the Cornerstone Investors would be approximately 383,867,000 representing approximately (i)
22.66% of the Offer Shares, assuming that the Over-allotment Option is not exercised; (ii) 2.80% of
the Shares in issue upon completion of the Global Offering, assuming that the Over-allotment Option
is not exercised; and (iii) 2.75% of the Shares in issue upon completion of the Global Offering,

assuming that the Over-allotment Option is fully exercised.

The Cornerstone Placing will form part of the International Offering and none of such
Cornerstone Investors will subscribe for any Offer Share under the Global Offering (other than and
pursuant to the respective cornerstone investment agreements). The Offer Shares to be subscribed for
by the Cornerstone Investors will rank pari passu in all respects with the other fully paid Shares in
issue and will be counted towards the public float of our Company. Immediately following the
completion of the Global Offering, none of the Cornerstone Investors will have any board

representation in our Company, nor will any of the Cornerstone Investors become a substantial
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shareholder of the Company. The Offer Shares to be subscribed for by the Cornerstone Investors will
not be affected by any reallocation of the Offer Shares between the International Offering and the
Hong Kong Public Offering in the event of over-subscription under the Hong Kong Public Offering
as described in the section headed “Structure of the Global Offering — The Hong Kong Public

Offering” in this prospectus.

To the best knowledge of our Company, and save as that Arisaig Asia Consumer Fund Limited
(“Arisaig Asia”), Arisaig Global Emerging Markets Consumer Fund (Singapore) Pte. Ltd. (“Arisaig
Global”) and Arisaig Funds plc (“Arisaig Global UCITS”) are associates of each other given they are
under common ultimate control as disclosed below, each of the Cornerstone Investors is an
independent third party and independent of other Cornerstone Investors, not our connected person or
an existing shareholder of our Group or a close associate (as defined under the Listing Rules) of our

Group.

Details of the allocations to the Cornerstone Investors will be disclosed in the announcement of
results of allocations in the Hong Kong Public Offering to be published on or about November 19,
2015.

CORNERSTONE INVESTORS

We set out below a brief description of our Cornerstone Investors:

Arisaig Asia, Arisaig Global and Arisaig Global UCITS

Arisaig Asia has agreed to subscribe for such number of the Offer Shares (rounded down to the
nearest whole board lot of 500 Shares) which may be purchased with an aggregate amount of US$60
million (exclusive of brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading
fee of 0.005%) at the Offer Price. Assuming an Offer Price of HK$5.58 per Share, being the mid-point
of the Offer Price range set out in this prospectus, the total number of Shares that Arisaig Asia would
subscribe for would be 83,333,000, representing approximately 4.92% of the Offer Shares, and 0.61%
of the Shares in issue immediately following the completion of the Global Offering assuming that the

Over-allotment Option is not exercised.

Arisaig Global has agreed to subscribe for such number of the Offer Shares (rounded down to
the nearest whole board lot of 500 Shares) which may be purchased with an aggregate amount of
US$18 million (exclusive of brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%) at the Offer Price. Assuming an Offer Price of HK$5.58 per Share, being the
mid-point of the Offer Price range set out in this prospectus, the total number of Shares that Arisaig
Global would subscribe for would be 25,000,000, representing approximately 1.48% of the Offer
Shares, and 0.18% of the Shares in issue immediately following the completion of the Global Offering
assuming that the Over-allotment Option is not exercised.
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Arisaig Global UCITS, acting for the account of the sub-fund Arisaig Global Emerging Markets
Consumer UCITS Fund, has agreed to subscribe for such number of the Offer Shares (rounded down
to the nearest whole board lot of 500 Shares) which may be purchased with an aggregate amount of
US$2 million (exclusive of brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange
trading fee of 0.005%) at the Offer Price. Assuming an Offer Price of HK$5.58 per Share, being the
mid-point of the Offer Price range set out in this prospectus, the total number of Shares that Arisaig
Global UCITS would subscribe for would be 2,777,500, representing approximately 0.16% of the
Offer Shares, and 0.02% of the Shares in issue immediately following the completion of the Global

Offering assuming that the Over-allotment Option is not exercised.

Arisaig Asia is an open-ended investment company incorporated in the British Virgin Islands on
December 3, 1999 and its investment objective is to achieve long term capital growth through

investments in companies in the consumer sector in Asia.

Arisaig Global is a company incorporated in Singapore on July 23, 2012, and its investment
objective is to achieve long term capital growth through investing on a worldwide basis predominantly
in equity and equity related securities (including warrants and convertible securities) issued by

consumer companies which are listed on a stock exchange.

Arisaig Global UCITS is an open-ended investment company with variable capital structured as
an umbrella fund with segregated liability between sub-funds and incorporated with limited liability
in the Republic of Ireland on July 24, 2013 and authorized by the Central Bank of Ireland pursuant
to the European Communities (Undertakings for Collective Investment in Transferable Securities)
Regulations 2011 (as amended), and its investment objective of Arisaig Global UCITS is to achieve

long term capital growth.

Arisaig Partners is an independent investment group founded in October 1996 whose focus is
exclusively on listed, consumer sector businesses in emerging markets. Each of Arisaig Asia, Arisaig
Global and Arisaig Global UCITS is ultimately managed by Arisaig Partners (Asia) Pte Ltd, a
Singapore company which holds a capital markets services licence from the Monetary Authority of
Singapore, which is in turn controlled by Arisaig Partners (Holdings) Ltd. Arisaig Partners (Holdings)
Ltd is wholly owned by Skye Partners Limited, which is owned by three family trusts.

In aggregate, Arisaig Asia, Arisaig Global and Arisaig Global UCITS (acting for the account of
the sub-fund Arisaig Global Emerging Markets Consumer UCITS Fund) have severally agreed to
subscribe for such number of the Offer Shares (rounded down to the nearest whole board lot of 500
Shares) which may be purchased with an aggregate amount of US$80 million (exclusive of brokerage
of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading fee of 0.005%) at the Offer Price.
Assuming an Offer Price of HK$5.58 per Share, being the mid-point of the Offer Price range set out
in this prospectus, the total number of Shares that Arisaig Asia, Arisaig Global and Arisaig Global
UCITS in aggregate would subscribe for would be 111,110,500, representing approximately 6.56% of
the Offer Shares, and 0.81% of the Shares in issue immediately following the completion of the Global

Offering assuming that the Over-allotment Option is not exercised.
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JIC Dessert Laboratory

JIC Dessert Laboratory Limited (“JIC Dessert Laboratory”) has agreed to subscribe for such
number of the Offer Shares (rounded down to the nearest whole board lot of 500 Shares) which may
be purchased with an aggregate amount of RMB950 million, equivalent to approximately HK$1,159.5
million (exclusive of brokerage of 1%, SFC transaction levy of 0.0027% and Stock Exchange trading
fee of 0.005%) at the Offer Price.

Assuming an Offer Price of HK$5.58 per Share, being the mid-point of the Offer Price range set
out in this prospectus, the total number of Shares that JIC Dessert Laboratory would subscribe for
would be 207,802,500, representing approximately 12.27% of the Offer Shares, and 1.52% of the
Shares in issue immediately following the completion of the Global Offering assuming that the

Over-allotment Option is not exercised.

JIC Dessert Laboratory is a limited liability company incorporated in Cayman Islands on October
15, 2015, and is a wholly-owned subsidiary of JIC Investment Co., Ltd. (“JIC Investment”). JIC
Investment is a state-owned enterprise established in Beijing and mainly engaged in direct equity
investment and fund management. JIC Investment is a wholly-owned subsidiary of China Jianyin
Investment Limited (“JIC”), an integrated investment group incorporated in PRC. JIC uses equity
investment as its major business strategy and is a wholly-owned subsidiary of Central Huijin
Investment Ltd.

Longbow Securities

Longbow Securities Limited (“Longbow Securities”) has agreed to subscribe for such number
of the Offer Shares (rounded down to the nearest whole board lot of 500 Shares) which may be
purchased with an aggregate amount of US$75 million (exclusive of brokerage of 1%, SFC transaction
levy of 0.0027% and Stock Exchange trading fee of 0.005%) at the Offer Price.

Assuming an Offer Price of HK$5.58 per Share, being the mid-point of the Offer Price range set
out in this prospectus, the total number of Shares that Longbow Securities would subscribe for would
be 104,166,500, representing approximately 6.15% of the Offer Shares, and 0.76% of the Shares in
issue immediately following the completion of the Global Offering assuming that the Over-allotment

Option is not exercised.
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Longbow Securities is a limited liability company incorporated in the British Virgin Islands on

September 25, 2006, and it is engaged in the business of investment holding. It is a wholly-owned

subsidiary of Legatum Partnership LLP, a Jersey based limited liability partnership which is the

ultimate holding entity of the Legatum Group of companies. Legatum Partnership LLP is a private

investment partnership with a 30-year heritage of long-term value creation through investments in

global capital markets.

CONDITIONS PRECEDENT

The subscription of each Cornerstone Investor is subject to, among other things, the satisfaction

that:

a)

b)

c)

d)

the Hong Kong Underwriting Agreement and the International Underwriting Agreement
shall have been entered into and become effective and all of the conditions precedent to
completion set forth therein shall have been satisfied (or waived by the relevant parties) by

no later than the time and date as specified in the Underwriting Agreements;

the Listing Committee having granted the approval for the listing of, and permission to deal
in, the Shares and such approval or permission not having been revoked prior to the

commencement of dealings in the Shares on the Stock Exchange;

no law having been enacted or promulgated by a government authority which prohibits the
consummation of the transactions contemplated in the Hong Kong Public Offering, the
International Offering or the subscription contemplated under the relevant cornerstone
investment agreement and there shall be no order or injunction of a court of competent and
relevant jurisdiction in effect precluding or prohibiting the consummation of such

transaction hereunder; and

the respective representations, warranties, undertakings, acknowledgements and
confirmations of the relevant Cornerstone Investor under the relevant cornerstone
investment agreement are accurate and true in all material respects and not misleading and
that there is no material breach of the relevant cornerstone investment agreement on the

part of the relevant Cornerstone Investor.
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RESTRICTIONS ON THE DISPOSAL OF SHARES BY THE CORNERSTONE INVESTORS

Each of the above Cornerstone Investors has agreed and undertaken to the Company and the Joint
Global Coordinators that unless it has obtained the prior written consent of the Company and the Joint
Global Coordinators to do otherwise, it will not, whether directly or indirectly, at any time during the
period of six months following the Listing Date, effect any disposal (as defined in the respective
cornerstone investment agreements) of any of the Shares subscribed for by it pursuant to the relevant
cornerstone investment agreement.

Each Cornerstone Investor may transfer the Shares so subscribed in certain limited circumstances
as set out in the relevant cornerstone investment agreement, such as transfer to a wholly-owned
subsidiary of such Cornerstone Investor, provided that, among other things, such wholly-owned
subsidiary undertakes in writing that such wholly-owned subsidiary be bound by the Cornerstone
Investor’s obligations under the relevant cornerstone investment agreement.
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HONG KONG UNDERWRITERS

Merrill Lynch Far East Limited

Morgan Stanley Asia Limited

UNDERWRITING ARRANGEMENTS AND EXPENSES

Hong Kong Public Offering

Hong Kong Underwriting Agreement

The Hong Kong Underwriting Agreement was entered into on Monday, November 9, 2015. As
described in the Hong Kong Underwriting Agreement, we are offering the Hong Kong Offer Shares
for subscription on the terms and subject to the terms and conditions of this prospectus and the
Application Forms at the Offer Price. Subject to the Listing Committee granting the listing of, and
permission to deal in, our Shares in issue and to be issued as mentioned herein, and to certain other
conditions set out in the Hong Kong Underwriting Agreement, the Hong Kong Underwriters have
agreed to subscribe or procure subscribers for the Hong Kong Offer Shares which are being offered
but are not taken up under the Hong Kong Public Offering on the terms and subject to the conditions
of this prospectus, the Application Forms and the Hong Kong Underwriting Agreement.

The Hong Kong Underwriting Agreement is conditional upon and subject to the International
Underwriting Agreement having been signed and becoming and remaining unconditional and not

having been terminated in accordance with its terms.

Grounds for Termination

If any of the events set out below shall occur at any time prior to 8:00 a.m. on the Listing Date,
the Joint Sponsors and the Joint Global Coordinators (for themselves and on behalf of the Hong Kong
Underwriters) may by giving oral or written notice to our Company terminate the Hong Kong
Underwriting Agreement (including the respective obligations of the Hong Kong Underwriters to
subscribe or procure subscribers for the Hong Kong Offer Shares) without liability to any of the other

parties with immediate effect:

(i) any local, national, regional or international event or circumstance in the nature of force
majeure (including, without limitation, any acts of government, declaration of a national or
international emergency or war, calamity, crisis, epidemic, pandemic, outbreak of
infectious disease, economic sanctions, strikes, lock-outs, fire, explosion, flooding,
earthquake, volcanic eruption, civil commotion, riots, public disorder, acts of war, outbreak
or escalation of hostilities (whether or not war is declared), acts of God or acts of terrorism)
in or affecting Hong Kong, the PRC, the United States, the United Kingdom, the European
Union, Singapore, the Cayman Islands or the British Virgin Islands (collectively, the
“Relevant Jurisdictions”); or
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(ii)

(iii)

(iv)

(v)

(vi)

(vii)

any change, or any development involving a prospective change, or any event or
circumstance likely to result in any change or development involving a prospective change,
in any local, national, regional or international financial, economic, political, military,
industrial, fiscal, regulatory, currency, credit or market conditions (including, without
limitation, conditions in the stock and bond markets, money and foreign exchange markets,
investment markets, the interbank markets and credit markets) in or affecting any of the
Relevant Jurisdictions; or

any moratorium, suspension or restriction (including, without limitation, any imposition of
or requirement for any minimum or maximum price limit or price range) in or on trading
in securities generally on the Stock Exchange, the New York Stock Exchange, the NASDAQ
Global Market, the London Stock Exchange, the Shanghai Stock Exchange or the Shenzhen
Stock Exchange; or

any moratorium, suspension or restriction (including, without limitation, any imposition of
or requirement for any minimum or maximum price limit or price range) in or on trading
in any securities of the Company or of any other member of the Group listed or quoted on
a stock exchange or an over-the-counter market; or

any general moratorium on commercial banking activities in Hong Kong (imposed by the
Financial Secretary or the Hong Kong Monetary Authority or other competent authority),
New York (imposed at Federal or New York State level or other competent authority),
London, the PRC, the European Union or any other Relevant Jurisdiction or any disruption
in commercial banking or foreign exchange trading or securities settlement or clearance
services, procedures or matters in any of those places or jurisdictions; or

any new law, or any change or any development involving a prospective change or any
event or circumstance likely to result in a change or a development involving a prospective
change in (or in the interpretation or application by any court or other competent authority
of) existing laws, in each case, in or affecting any of the Relevant Jurisdictions; or

the imposition of economic sanctions, or the withdrawal of trading privileges, in whatever
form, directly or indirectly, by, or for, any of the Relevant Jurisdictions; or

(viii)a change or development involving a prospective change in or affecting taxation (including

all forms of taxation whenever created, imposed or arising and whether of Hong Kong, the
PRC, the Cayman Islands, the British Virgin Islands or of any other part of the world and,
without prejudice to the generality of the foregoing, includes all forms of taxation on or
relating to profits, salaries, interest and other forms of income, taxation on capital gains,
sales and value added taxation, business tax, estate duty, death duty, capital duty, stamp
duty, payroll taxation, withholding taxation, rates and other taxes or charges relating to
property, customs and other import and excise duties, and generally any taxation, duty,
impost, levy, rate, charge or any amount payable to taxing, revenue, customs or fiscal
authorities whether of Hong Kong, the PRC, the Cayman Islands, the British Virgin Islands
or of any other part of the world, whether by way of actual assessment, loss of allowance,
withholding, deduction or credit available for relief or otherwise, and including all interest,
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(ix)

(x)

(xi)

(xii)

additions to tax, penalties or similar liabilities arising in respect of any taxation) or
exchange control, currency exchange rates or foreign investment regulations (including,
without limitation, a material devaluation of the Hong Kong dollar or the Renminbi against
any foreign currencies), or the implementation of any exchange control, in any of the

Relevant Jurisdictions; or

any litigations, actions, suits and proceedings (including, without limitation, any
investigation or inquiry by or before any authority) and claims (whether or not any such
claim involves or results in any action, suit or proceeding) of any third party being

threatened or instigated against any member of the Group; or

any change or development or event involving a materialization of, any of the risks set out

in the section “Risk Factors” in this prospectus; or

an order or petition for the winding up of any member of the Group or any composition or
arrangement made by any member of the Group with its creditors or a scheme of
arrangement entered into by any member of the Group or any resolution for the winding-up
of any member of the Group or the appointment of a provisional liquidator, receiver or
manager over all or part of the material assets or undertaking of any member of the Group

or anything analogous thereto occurring in respect of any member of the Group; or

any material portion of the orders in the bookbuilding process having been withdrawn,
terminated or cancelled;

which, individually or in the aggregate, in the sole opinion of the Joint Sponsors and the Joint
Global Coordinators:

(D

(2)

(3)

has or will have or is likely to have any material adverse effect, or any development
involving a prospective material adverse effect, in or affecting the assets, liabilities,
business, general affairs, management, prospects, shareholders’ equity, profits, losses,
results of operations, position or condition, financial or otherwise or performance of our

Group taken as a whole (“Material Adverse Effect”); or

has or will have or is likely to have a material adverse effect on the success of the Global
Offering or the level of applications under the Hong Kong Public Offering or the level of
interest under the International Offering or dealings in the Shares in the secondary market;

or
makes or will make or is likely to make it inadvisable or inexpedient or impracticable for

the Global Offering to proceed or to market the Global Offering or dealings in the Shares

in the secondary market; or
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(4)

has or will have or is likely to have the effect of making any part of the Hong Kong
Underwriting Agreement (including underwriting) incapable of performance in accordance
with its terms or preventing or delaying the processing of applications and/or payments
pursuant to the Global Offering or pursuant to the underwriting thereof; or

(b) there has come to the notice of the Joint Sponsors and the Joint Global Coordinators:

(1)

(i)

(iii)

(iv)

v)

(vi)

(vii)

that any statement of material fact contained in any of this prospectus or the Application
Forms and/or in any notices, announcements, advertisements, communications or other
documents issued or used by or on behalf of our Company in connection with the Hong
Kong Public Offering (including any supplement or amendment thereto) (the “Hong Kong
Public Offering Documents”) was, when it was issued, or has become, untrue or incorrect
in any material respect or misleading, or that any forecast, estimate, expression of opinion,
intention or expectation contained in any of the Hong Kong Public Offering Documents is
not fair and honest and based on reasonable assumptions; or

that any matter has arisen or has been discovered which would, had it arisen or been
discovered immediately before the date of this prospectus, constitute a material omission
from any of the Hong Kong Public Offering Documents; or

any breach of any of the obligations imposed upon any party to the Underwriting
Agreements (other than upon any of the Hong Kong Underwriters or the International
Underwriters) in any material respect; or

any event, act or omission which gives or is likely to give rise to any liability of any of the
Company and the Controlling Shareholders pursuant to the indemnities given by our
Company and our Controlling Shareholders under the Hong Kong Underwriting Agreement;
or

any Material Adverse Effect; or

any breach of, or any event or circumstance rendering untrue or incorrect or misleading in
any respect, any of the representations, warranties, agreements and undertakings of our
Company and our Controlling Shareholders under the Hong Kong Underwriting Agreement;
or

that approval by the Listing Committee of the listing of, and permission to deal in, the
Shares to be issued or sold (including any additional Shares that may be issued or sold
pursuant to the exercise of the Over-Allotment Option) under the Global Offering is refused
or not granted, other than subject to customary conditions, on or before the Listing Date,
or if granted, the approval is subsequently withdrawn, qualified (other than by customary
conditions) or withheld; or

(viii)that our Company withdraws this prospectus (and/or any other documents issued or used in

connection with the Global Offering) or the Global Offering; or
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(ix)

(x)

(xi)

(xii)

a Director being charged with an indictable offence or prohibited by operation of law or
otherwise disqualified from taking part in the management of a company; or

the chairman or chief executive officer of the Company vacating his or her office; or

any administrative, governmental or regulatory commission, board, body, authority or
agency, or any stock exchange, self-regulatory organization or other non-governmental
regulatory authority, or any court, tribunal or arbitrator, in each case whether national,
central, federal, provincial, state, regional, municipal, local, domestic or foreign or a
political body or organization in any of the Relevant Jurisdictions commencing any
investigation or other action, or announcing an intention to investigate or take other action,
against any Director; or

a contravention by any member of the Group of the Listing Rules or applicable laws, which
would in the case of applicable laws, individually or in the aggregate, result in a Material
Adverse Effect; or

(xiii)a prohibition on our Company for whatever reason from offering, allotting, issuing or

selling any of the Shares (including the additional Shares which may be purchased by, or
by investors procured by, the International Underwriters from the Company pursuant to the
Over-Allotment Option) pursuant to the terms of the Global Offering; or

(xiv) non-compliance of this prospectus (or any other documents used in connection with the

(xv)

contemplated offer and sale of the Shares) or any aspect of the Global Offering with the
Listing Rules or any other applicable laws; or

the issue or requirement to issue by the Company of any supplement or amendment to the
prospectus (or to any other documents used in connection with the contemplated offer and
sale of the Shares) pursuant to the Companies (Winding Up and Miscellaneous Provisions)
Ordinance or the Listing Rules or any requirement or request of the Stock Exchange and/or
the SFC which in the sole and absolute discretion of the Joint Sponsors and Joint Global
Coordinators materially and adversely affect the Global Offering; or

(xvi)a valid demand by any creditor for repayment or payment of any indebtedness of any

(xvii)

(xviii)

member of the Group or in respect of which any member of the Group is liable prior to its
stated maturity and the relevant member of the Group fails to make such repayment or
payment within the valid period of repayment or payment; or

that any person (other than the Joint Sponsors) has withdrawn or is subject to withdraw its
consent to being named in any of the Hong Kong Public Offering Documents or to the issue
of any of the Hong Kong Public Offering Documents; or

a portion of the orders in the investment commitments by any cornerstone investors after
signing of agreements with such cornerstone investors, have been withdrawn, terminated or
cancelled, and the Joint Global Coordinators, in their sole and absolute discretion,
concludes that it is therefore inadvisable or inexpedient or impracticable to proceed with
the Global Offering.
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Lock-up

Undertakings to the Stock Exchange pursuant to the Listing Rules

Undertakings by our Company

Pursuant to Rule 10.08 of the Listing Rules, our Company will not, any time within six months

from the Listing Date, issue any Shares or other securities convertible into equity securities (whether

or not of a class already listed) of our Company or enter into any agreement or arrangement to issue

such shares or securities (whether or not such issue of shares or securities will be completed within

six months from the Listing Date), except pursuant to the Global Offering or for the circumstances
prescribed by Rule 10.08 of the Listing Rules.

Undertakings by our Controlling Shareholders

Pursuant to Rule 10.07 of the Listing Rules, each of our Controlling Shareholders has undertaken

to us and to the Stock Exchange, that he or it will not, without the prior written consent of the Stock

Exchange or unless otherwise in compliance with applicable requirements of the Listing Rules:

(a)

(b)

in the period commencing on the Latest Practicable Date and ending on the date which is
six months from the Listing Date (the “First Six-month Period”), dispose of, or enter into
any agreement to dispose of or otherwise create any options, rights, interests or
encumbrances in respect of, any of our Shares in respect of which he or it is shown by this
prospectus to be the beneficial owner (as defined in Rule 10.07(2) of the Listing Rules)
(“Parent Shares”) (except pursuant to the Global Offering, the Over-allotment Option, the
Stock Borrowing Agreement and unless in compliance with the requirements of the Listing

Rules); or

during the period of six months commencing on the date on which the First Six-month
Period expires (the “Second Six-month Period”), dispose of, or enter into any agreement to
dispose of or otherwise create any options, rights, interests or encumbrances in respect of,
any of the Parent Shares to such an extent that immediately following such disposal, or
upon the exercise or enforcement of such options, rights, interests or encumbrances, he or

it would cease to be our Controlling Shareholders (as defined in the Listing Rules).

Further, pursuant to Note (3) to Rule 10.07(2) of the Listing Rules, each of our Controlling

Shareholders has undertaken to us and to the Stock Exchange that, during the First Six-month Period

and the Second Six-month Period, he or it will:

(a)

if he or it pledges or charges any of our securities beneficially owned by him or it in favor
of an authorized institution (as defined in the Banking Ordinance, Chapter 155 of the Laws
of Hong Kong) for a bona fide commercial loan, immediately inform us of such pledge or

charge together with the number of securities so pledged or charged; and
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(b)

if he or it receives indications, either verbal or written, from the pledgee or chargee that any
of his or its pledged or charged securities will be disposed of, immediately inform us of
such indications.

We will also inform the Stock Exchange as soon as we have been informed of the above matters,

if any, by any of our Controlling Shareholders and disclose such matters in accordance with the

publication requirements under Rule 2.07C of the Listing Rules as soon as possible after being so

informed.

Undertakings Pursuant to the Hong Kong Underwriting Agreement

Undertakings by our Company

Pursuant to the Hong Kong Underwriting Agreement, we have undertaken with each of the Joint

Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Joint Sponsors and the

Hong Kong Underwriters that, we will not, without the prior written consent of the Joint Sponsors and

the Joint Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) and

unless in compliance with the Listing Rules, at any time during the First Six-month Period:

(1)

(ii)

(ii1)

(iv)

allot, issue, sell, accept subscription for, offer to allot, issue or sell, contract or agree to
allot, issue or sell, mortgage, charge, pledge, hypothecate, lend, grant or sell any option,
warrant, contract or right to subscribe for or purchase, grant or purchase any option,
warrant, contract or right to allot, issue or sell, or otherwise transfer or dispose of or create
an encumbrance over, or agree to transfer or dispose of or create an encumbrance over,
either directly or indirectly, conditionally or unconditionally, any Shares or other securities
of our Company or any shares or other securities of such other member of our Group, as
applicable, or any interest in any of the foregoing (including, without limitation, any
securities convertible into or exchangeable or exercisable for or that represent the right to
receive, or any warrants or other rights to purchase, any Shares or other securities of our
Company or any shares or other securities of such other member of our Group, as applicable
or any interest in any of the foregoing), or deposit any Shares or other securities of our
Company or any shares or other securities of such other member of our Group, as
applicable, with a depositary in connection with the issue of depositary receipts; or

enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of such share capital or securities of our
Company or interest therein (including, without limitation, any securities convertible into
or exchangeable or exercisable for or that represent the right to receive or any warrants or
other rights to purchase, any Shares or other securities of our Company or any shares or
other securities of such other member of our Group, as applicable or any interest in any of
the foregoing); or

enter into any transaction with the same economic effect as any transaction described in (i)
or (ii) above; or

offer to or agree to or announce any intention to effect any transaction specified in (i) to
(ii1) above,
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in each case, whether any of the foregoing transactions described in sub-paragraphs (i) to (iii) above
is to be settled by delivery of our Shares or such other securities, or shares or other securities of such
other member of our Group, as applicable, or in cash or otherwise (whether or not the issue of such
Shares or other shares or securities will be completed within the First Six-month Period) provided that
the foregoing restrictions shall not apply to the issue of Shares by our Company pursuant to the Global
Offering or grant of options or issuance of Shares upon exercise of such options pursuant to the Share
Option Scheme or any issue of debt securities by our Company or any other member of our Group or
any encumbrance created over the shares or other securities of any member of our Group as security
for such debt securities, provided that such debt securities are not convertible into equity securities

of our Company or any member of our Group.

During the Second Six-Month Period, we shall not enter into any of the transactions specified in
sub-paragraphs (i) to (iii) above or offer to or agree to or announce any intention to effect any such
transaction such that any Controlling Shareholder, directly or indirectly, would cease to be our

Controlling Shareholder.

In the event that, during the Second Six-month Period, we enter into any of the transactions
specified in sub-paragraphs (i), (ii) or (iii) above or offer to or agree to or announce any intention to
effect such transaction, we will take all reasonable steps to ensure that we will not create a disorderly

or false market in the securities of our Company.

Undertaking by the Controlling Shareholders

Each of our Controlling Shareholders has undertaken to us, the Joint Global Coordinators, the
Joint Sponsors, the Joint Bookrunners,the Joint Lead Managers and the Hong Kong Underwriters that,
except pursuant to (A) the Global Offering, (B) the Over-allotment Option or (C) the Stock Borrowing
Agreement, none of our Controlling Shareholders will, without the prior written consent of the Joint
Sponsors and the Joint Global Coordinators (for themselves and on behalf of the Hong Kong
Underwriters) and unless in compliance with the Listing Rules, at any time during the First Six-month

Period:

(i) sell, offer to sell, contract or agree to sell, mortgage, charge, pledge, hypothecate, lend,
grant or sell any option, warrant, contract or right to purchase, grant or purchase any option,
warrant, contract or right to sell, or otherwise transfer or dispose of or create an
encumbrance over, or agree to transfer or dispose of or create an encumbrance over, either
directly or indirectly, conditionally or unconditionally, any Shares or other securities of our
Company or any interest therein (including, without limitation, any securities convertible
into or exchangeable or exercisable for or that represent the right to receive, or any
warrants or other rights to purchase, any Shares or any such other securities, as applicable
or any interest in any of the foregoing), or deposit any Shares or other securities of our

Company with a depositary in connection with the issue of depositary receipts; or
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(i) enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of any Shares or other securities of our
Company or any interest therein (including, without limitation, any securities convertible
into or exchangeable or exercisable for or that represent the right to receive, or any
warrants or other rights to purchase, any Shares or any such other securities, as applicable

or any interest in any of the foregoing); or

(iii) enter into any transaction with the same economic effect as any transaction described in (i)

or (ii) above; or

(iv) offer to or agree or announce any intention to effect any transaction described in (i) to (iii)

above,

whether any such transaction described in (i), (ii) or (iii) above is to be settled by delivery of our
Shares or other securities of our Company, in cash or otherwise, or offer to or agree to do any of the
foregoing or announce any intention to do so (whether or not the issue of such Shares or other

securities will be completed within the First Six-Month Period).

During the Second Six-month Period, each of our Controlling Shareholders will not enter into
any of the transactions in sub-paragraphs (i), (ii) or (iii) above or offer to or agree or announce any
intention to enter into any such transactions if, immediately following such sale, transfer or disposal
or upon the exercise or enforcement of such options, rights, interests or encumbrances, our Controlling
Shareholder will collectively cease to be a “controlling shareholder” (as the term is defined in the

Listing Rules) of our Company.

Until the expiry of the Second Six-month Period, in the event that each of our Controlling
Shareholders enters into any such transactions or offers to or agrees or announces any intention to
enter into any such transactions, he or it will take all reasonable steps to ensure that he or it will not

create a disorderly or false market in the securities of our Company.

At any time during the First Six-month Period and Second Six-month Period (i) our Controlling
Shareholders will, if they pledge or charge or intends to pledge or charge any Shares or other securities
of our Company in respect of which they are the beneficial owner, immediately inform our Company,
the Joint Sponsors, the Joint Global Coordinators and the Stock Exchange of any such pledges or
charges and the number of Shares or other securities of our Company so pledged or charged, and (ii)
our Controlling Shareholders will, if they receive any indication, either verbal or written, from any
such pledgee or chargee of Shares or other securities of our Company that such Shares or other
securities of our Company will be disposed of, immediately inform our Company, the Joint Sponsors,

the Joint Global Coordinators and the Stock Exchange of any such indication.
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Other Undertakings

CDH Delicacy has undertaken to each of the Company, the Joint Sponsors and the Joint Global
Coordinators (on behalf of the Underwriters in connection with the Global Offering) that shall not,
without the prior written consent of the Joint Sponsors and the Joint Global Coordinators (on behalf
of the Underwriters in connection with the Global Offering) and unless in compliance with the Listing

Rules, at any time during the First Six-month Period:

(i) sell, offer to sell, contract or agree to sell, mortgage, charge, pledge (other than any
mortgage, pledge or charge in favour of an authorized institution (as defined in the Banking
Ordinance (Chapter 155 of the Laws of Hong Kong) not involving a change of legal
ownership of our Shares currently owned by CDH Delicacy other than on enforcement) for
a bona fide commercial loan), hypothecate, lend, grant or sell any option, warrant, contract
or right to purchase, grant or purchase any option, warrant, contract or right to sell, or
otherwise transfer or dispose of or create an encumbrance over, or agree to transfer or
dispose of or create an encumbrance over, either directly or indirectly, conditionally or
unconditionally, any Shares or any other securities of the Company currently held by CDH

Delicacy or any interest in any of the foregoing, as applicable (the “Relevant Shares”);

(ii) enter into any swap or other arrangement that transfers to another, in whole or in part, any

of the economic consequences of ownership of the Relevant Shares;

(iii) enter into any transaction with the same economic effect as any transaction described in (i)

or (ii) above; or

(iv) offer or agree or contract to, or publicly announce any intention to enter into, any

transaction described in (i), (ii) or (iii) above,

whether any of such transaction described in sub-paragraphs (i), (ii) or (iii) above is to be settled by
delivery of our Shares or such other securities of our Company, in cash or otherwise (whether or not

the issue of Shares or such other securities will be completed within the First Six-month Period).

Indemnity

We and our Controlling Shareholders have agreed to indemnify, amongst others, the Joint Global
Coordinators, the Joint Sponsors and the Hong Kong Underwriters for certain losses which they may
suffer, including, amongst others, losses arising from the performance of their obligations under the
Hong Kong Underwriting Agreement and any breach or alleged breach by our Company of the Hong

Kong Underwriting Agreement, as the case may be.

— 291 —



UNDERWRITING

International Offering

International Underwriting Agreement

In connection with the International Offering, it is expected that we will enter into the
International Underwriting Agreement with the Controlling Shareholders, the Joint Global
Coordinators and the Joint Bookrunners (for themselves and on behalf of the International
Underwriters). Under the International Underwriting Agreement, the International Underwriters
would, subject to certain conditions set forth therein, severally agree to purchase the International
Offer Shares being offered pursuant to the International Offering, or procure purchasers for such
International Offer Shares.

It is expected that our Company will grant to the International Underwriters the Over-allotment
Option, exercisable by the Joint Global Coordinators (for themselves and on behalf of the
International Underwriters) at any time from the date of the International Underwriting Agreement
until Sunday, December 13, 2015, being the 30th day from the last day for lodging applications under
the Hong Kong Public Offering, to require our Company to issue and allot up to an aggregate of
254,117,500 additional Shares, representing 15% of the initial Offer Shares, at the Offer Price, to

cover over-allocations in the International Offering, if any.

Potential investors should note that if the International Underwriting Agreement is not entered

into, or is terminated, the Global Offering will not proceed.

Commission and Expenses

The Hong Kong Underwriters will receive an underwriting commission of 1.5% of the aggregate
Offer Price payable for the Hong Kong Offer Shares initially offered under the Hong Kong Public
Offering, out of which they will pay any sub-underwriting commissions. For unsubscribed Hong Kong
Offer Shares reallocated to the International Offering, our Company will pay an underwriting
commission at the rate applicable to the International Offering and such commission will be paid to
the relevant International Underwriters. In addition we may, at our sole and absolute discretion, pay
additional discretionary incentive fee of up to 0.8% of the aggregate Offer Price of the Hong Kong
Offer Shares.

Assuming the Over-allotment Option is not exercised at all and based on an Offer Price of
HK$5.58, being the mid-point of the Offer Price range of HK$5.00 to HK$6.15 per Share, the fees and
commissions in connection with the Hong Kong Public Offering and the International Offering,
together with the Stock Exchange trading fee, the SFC transaction levy, legal and other professional
fees, printing and other expenses relating to the Global Offering, are estimated to amount to
approximately HK$293 million in aggregate. Such commissions, the Stock Exchange trading fee and
the SFC transaction levy and the fees and expenses of professional advisors and service providers
engaged in relation to the Global Offering are payable and borne by us. We will reimburse the Joint
Global Coordinators, Joint Bookrunners, Joint Lead Managers (for themselves and on behalf of the

Underwriters) and the Joint Sponsors for expenses they incurred in relation to the Global Offering.
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Underwriters’ Interests in our Company

Save for their respective obligations under the Underwriting Agreements and save as otherwise
disclosed in this prospectus, none of the Underwriters is interested legally or beneficially in any shares
of any members of our Group or has any right or option (whether legally enforceable or not) to
subscribe for or purchase or to nominate persons to subscribe for or purchase securities in any
members of our Group in the Global Offering.

JOINT SPONSORS’ INDEPENDENCE

The Joint Sponsors satisfy the independence criteria applicable to sponsors set out in Rule 3A.07
of the Listing Rules.

ACTIVITIES BY SYNDICATE MEMBERS

We describe below a variety of activities that underwriters of the Hong Kong Public Offering and
the International Offering, together referred to as “Syndicate Members”, may each individually
undertake, and which do not form part of the underwriting or the stabilizing process. When engaging
in any of these activities, it should be noted that the Syndicate Members are subject to restrictions,
including the following:

(i) under the agreement among the Syndicate Members, all of them (except for the Stabilizing
Manager, its affiliates or any person acting for it) must not, in connection with the
distribution of the Offer Shares, effect any transactions (including issuing or entering into
any option or other derivative transactions relating to the Offer Shares), whether in the open
market or otherwise, with a view to stabilizing or maintaining the market price of any of
the Offer Shares at levels other than those which might otherwise prevail in the open
market; and

(i1) all of them must comply with all applicable laws, including the market misconduct
provisions of the SFO, including the provisions prohibiting insider dealing, false trading,
price rigging and stock market manipulation.

The Syndicate Members and their affiliates are diversified financial institutions with
relationships in countries around the world. These entities engage in a wide range of commercial and
investment banking, brokerage, funds management, trading, hedging, investing and other activities for
their own account and for the account of others. In relation to the Shares, those activities could include
acting as agent for buyers and sellers of the Shares, entering into transactions with those buyers and
sellers in a principal capacity, proprietary trading in the Shares and entering into over the counter or
listed derivative transactions or listed and unlisted securities transactions (including issuing securities
such as derivative warrants listed on a stock exchange) which have the Shares as their or part of their
underlying assets. Those activities may require hedging activity by those entities involving, directly
or indirectly, buying and selling the Shares. All such activities could occur in Hong Kong and
elsewhere in the world and may result in the Syndicate Members and their affiliates holding long
and/or short positions in the Shares, in baskets of securities or indices including the Shares, in units
of funds that may purchase the Shares, or in derivatives related to any of the foregoing.
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In relation to issues by Syndicate Members or their affiliates of any listed securities having the
Shares as their or part of their underlying assets, whether on the Stock Exchange or on any other stock
exchange, the rules of the relevant exchange may require the issuer of those securities (or one of its
affiliates or agents) to act as a market maker or liquidity provider in the security, and this will also

result in hedging activity in the Shares in most cases.

All of these activities may occur both during and after the end of the stabilizing period described
under the section headed “Structure of the Global Offering—Stabilization™ in this prospectus. These
activities may affect the market price or value of the Shares, the liquidity or trading volume in the
Shares and the volatility of their share price, and the extent to which this occurs from day to day
cannot be estimated.

Certain of the Syndicate Members or their respective affiliates have provided from time to time
and expect to provide in the future, investment banking and other services to our Company and its
affiliates for which such Syndicate Members or their respective affiliates have received or will receive

customary fees and commission.
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THE GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering of 1,694,117,500 Shares comprises:

(i) the Hong Kong Public Offering of 169,412,000 Shares (subject to reallocation) in Hong
Kong, as described below in the paragraph headed “—The Hong Kong Public Offering”;
and

(ii) the International Offering of an aggregate of 1,524,705,500 Shares (subject to reallocation
and the Over-allotment Option) outside the United States (including to professional and
institutional investors and other investors anticipated to have a sizeable demand for the
International Offer Shares within Hong Kong) in offshore transactions in reliance on
Regulation S, and to QIBs in the United States in reliance on Rule 144A or another
exemption from the registration requirements under the U.S. Securities Act.

Furthermore, up to 254,117,500 additional Shares may be offered pursuant to the exercise of the
Over-allotment Option as set out further in “—Over-allotment Option” below.

The 1,694,117,500 Shares being offered by our Company under the Global Offering will
represent about 12.4% of our Company’s enlarged share capital immediately after completion of the
Global Offering (without taking into account any Shares which may be sold pursuant to the exercise
of the Over-allotment Option).

Investors may apply for Offer Shares under the Hong Kong Public Offering or apply for or
indicate an interest in Offer Shares under the International Offering, but may not apply in both the
Hong Kong Public Offering and the International Offering.

References in this prospectus to “applications”, “Application Forms”, “application monies” or
the “procedure for application” relate solely to the Hong Kong Public Offering.

THE HONG KONG PUBLIC OFFERING

Number of Offer Shares Initially Offered

Our Company is initially offering 169,412,000 Shares for subscription by the public in Hong
Kong at the Offer Price, representing approximately 10% of the total number of Shares initially
available under the Global Offering. Subject to the reallocation of Offer Shares between (i) the
International Offering and (ii) the Hong Kong Public Offering, the Hong Kong Offer Shares will
represent approximately 1.2% of our Company’s enlarged issued share capital immediately after
completion of the Global Offering.

The Hong Kong Public Offering is open to the public in Hong Kong as well as to institutional
and professional investors. Professional investors generally include brokers, dealers, companies
(including fund managers), whose ordinary business involves dealing in shares and other securities,
and corporate entities that regularly invest in shares and other securities.
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Completion of the Hong Kong Public Offering is subject to the conditions as set out in the

paragraph headed “—Conditions of the Hong Kong Public Offering” below.

Allocation

Allocation of Offer Shares to investors under the Hong Kong Public Offering will be based solely
on the level of valid applications received under the Hong Kong Public Offering. The basis of
allocation may vary, depending on the number of Hong Kong Offer Shares validly applied for by
applicants. Such allocation could, where appropriate, consist of balloting, which would mean that
some applicants may receive a higher allocation than others who have applied for the same number
of Hong Kong Offer Shares and those applicants who are not successful in such a ballot may not

receive any Hong Kong Offer Shares.

The total number of Offer Shares available for subscription under the Hong Kong Public Offering
(after taking into account any reallocation referred to below) is to be divided into two pools for
allocation purposes: pool A and pool B. The Hong Kong Offer Shares in pool A will consist of
84,706,000 Offer Shares (being 50% of the total number of Offer Shares initially available under the
Hong Kong Public Offering) and will be allocated on an equitable basis to applicants who have applied
for Hong Kong Offer Shares with an aggregate subscription price of HK$5.0 million or less (excluding
the brokerage, SFC transaction levy and the Stock Exchange trading fee payable). The Hong Kong
Offer Shares in pool B will consist of 84,706,000 Offer Shares (being 50% of the total number of Offer
Shares initially available under the Hong Kong Public Offering) and will be allocated on an equitable
basis to applicants who have applied for Hong Kong Offer Shares with an aggregate subscription price
of more than HK$5.0 million and up to the total value of pool B (excluding the brokerage, SFC
transaction levy and Stock Exchange trading fee payable). Investors should be aware that applications
in pool A and applications in pool B may receive different allocation ratios. If Hong Kong Offer Shares
in one (but not both) of the pools are under-subscribed, the surplus Hong Kong Offer Shares will be
transferred to the other pool to satisfy demand in that other pool and be allocated accordingly. For the
purpose of this paragraph only, the “subscription price” for Offer Shares means the price payable on
application therefor (without regard to the Offer Price as finally determined). Applicants can only
receive an allocation of Hong Kong Offer Shares from either pool A or pool B but not from both pools.
Multiple or suspected multiple applications within either pool or between pools and any application
for more than 84,706,000 Hong Kong Offer Shares, being the number of Hong Kong Offer Shares
initially allocated to each pool, are liable to be rejected.

Reallocation
Paragraph 4.2 of the Practice Note 18 of the Listing Rules requires a clawback mechanism to be
put in place, which would have the effect of increasing the number of Hong Kong Offer Shares to

certain percentages of the total number of Offer Shares offered in the Global Offering if certain

prescribed total demand levels are reached. An application has been made for, and the Stock
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Exchange has granted, a waiver from strict compliance with paragraph 4.2 of Practice Note 18 of the
Listing Rules such that, the allocation of the Offer Shares between the Hong Kong Public Offering and
the International Offering is subject to the following reallocation:

° 169,412,000 Offer Shares, representing approximately 10% of the total number of the Offer
Shares are initially available in the Hong Kong Public Offering;

° If the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 14 times or more but less than 49 times the number of the Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of Offer
Shares to be reallocated to the Hong Kong Public Offering from the International Offering
will be increased, so that the total number of the Offer Shares available under the Hong
Kong Public Offering will be 254,118,000 Offer Shares, representing approximately 15%
of the Offer Shares initially available under the Global Offering;

° If the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 49 times or more but less than 99 times the number of the Offer Shares initially
available for subscription under the Hong Kong Public Offering, then the number of Offer
Shares to be reallocated to the Hong Kong Public Offering from the International Offering
will be increased, so that the total number of the Offer Shares available under the Hong
Kong Public Offering will be 423,530,000 Offer Shares, representing approximately 25%
of the Offer Shares initially available under the Global Offering; and

° If the number of the Offer Shares validly applied for under the Hong Kong Public Offering
represents 99 times or more the number of the Offer Shares initially available for
subscription under the Hong Kong Public Offer, then the number of Offer Shares to be
reallocated to the Hong Kong Public Offering from the International Offering will be
increased, so that the total number of the Offer Shares available under the Hong Kong
Public Offering will be 423,530,000 Offer Shares, representing approximately 25% of the
Offer Shares initially available under the Global Offering.

The Offer Shares to be offered in the Hong Kong Public Offering and the International Offering
may, under particular circumstances, be reallocated as between these offerings by the Joint Global
Coordinators. Subject to the foregoing paragraph, the Joint Global Coordinators may reallocate Shares
from the International Offering to the Hong Kong Public Offering to satisfy valid applications under
the Hong Kong Public Offering. In addition, if the Hong Kong Public Offering is not fully subscribed,
the Joint Global Coordinators may in their sole and absolute discretion to reallocate to the
International Offering all or any unsubscribed Hong Kong Offer Shares in such amounts as they deem
appropriate.

Applications

Each applicant under the Hong Kong Public Offering will also be required to give an undertaking
and confirmation in the application submitted by him that he, or any person(s) for whose benefit he
is making the application, has not applied for, taken up or indicated an interest in, and will not apply
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for, take up or indicate an interest in, any Offer Shares under the International Offering. Such
applicant’s application is liable to be rejected if the said undertaking and/or confirmation is breached
and/or untrue (as the case may be) or it has been, or will be, placed or allocated Offer Shares under

the International Offering.

Applicants under the Hong Kong Public Offering are required to pay, on application, the
maximum Offer Price of HK$6.15 per Offer Share in addition to the brokerage, SFC transaction levy
and Stock Exchange trading fee payable on each Offer Share. If the Offer Price, as finally determined
in the manner described in the paragraph headed “—Pricing and Allocation” below, is less than the
maximum Offer Price of HK$6.15 per Offer Share, appropriate refund payments (including the
brokerage, SFC transaction levy and Stock Exchange trading fee attributable to the surplus application
monies) will be made to successful applicants, without interest. Further details are set out below in

the section headed “How to Apply for Hong Kong Offer Shares” in this prospectus.

THE INTERNATIONAL OFFERING

Number of Offer Shares Initially Offered

The International Offering will consist of an initial offering of 1,524,705,500 Shares,
representing approximately 90% of the total number of Offer Shares initially available under the
Global Offering. Subject to the reallocation of Offer Shares between (i) the International Offering and
(i1) the Hong Kong Public Offering, the International Offer Shares will represent approximately 11.1%
of our Company’s enlarged issued share capital immediately after completion of the Global Offering,

assuming that the Over-allotment Option is not exercised.

Allocation

The International Offering will include selective marketing of Offer Shares to QIBs in the United
States as defined in Rule 144A, as well as institutional and professional investors and other investors
anticipated to have a sizeable demand for such Offer Shares in Hong Kong and other jurisdictions
outside the United States in reliance on Regulation S. Professional investors generally include
brokers, dealers, companies (including fund managers), whose ordinary business involves dealing in
shares and other securities, and corporate entities which regularly invest in shares and other securities.
Allocation of Offer Shares pursuant to the International Offering will be effected in accordance with
the “book-building” process described in the paragraph headed “—Pricing and Allocation” in this
section and based on a number of factors, including the level and timing of demand, the total size of
the relevant investor’s invested assets or equity assets in the relevant sector and whether or not it is
expected that the relevant investor is likely to buy further Shares and/or hold or sell his/its Shares after
the listing of our Offer Shares on the Stock Exchange. Such allocation is intended to result in a
distribution of our Offer Shares on a basis which would lead to the establishment of a solid
professional and institutional shareholder base to our Company’s and our Shareholders’ benefit as a

whole.
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The Joint Sponsors and the Joint Global Coordinators (on behalf of the Underwriters) may
require investors who have been offered Offer Shares under the International Offering and who have
made applications under the Hong Kong Public Offering to provide sufficient information so as to
allow them to identify the relevant applications under the Hong Kong Public Offering and to ensure
that such applications are excluded from any allotment of Offer Shares under the Hong Kong Public
Offering.

Reallocation

The total number of Offer Shares to be sold and issued pursuant to the International Offering may
change as a result of the clawback arrangement described in the paragraph headed “—The Hong Kong
Public Offering—Reallocation” in this section, any exercise of the Over-allotment Option and/or any
reallocation of unsold Offer Shares originally included in the Hong Kong Public Offering.

OVER-ALLOTMENT OPTION

In connection with the Global Offering, it is expected that our Company will grant the Over-
allotment Option to the International Underwriters, exercisable by the Joint Global Coordinators on
behalf of the International Underwriters.

Pursuant to the Over-allotment Option, the International Underwriters have the right, exercisable
by the Joint Global Coordinators (on behalf of the International Underwriters) at any time from the
Listing Date until Sunday, December 13, 2015, being the 30th day from the last day for lodging
applications under the Hong Kong Public Offering, to require our Company to issue and allot up to
an aggregate of 254,117,500 Shares, representing approximately 15% of the initial Offer Shares, at the
same price per Share under the International Offering, to cover over-allocations in the International
Offering (if any). In the event that the Over-allotment Option is exercised, a press announcement will
be made.

STABILIZATION

Stabilization is a practice used by underwriters in some markets to facilitate the distribution of
securities. To stabilize, underwriters may bid for or purchase securities in the secondary market during
a specified period of time to retard and, if possible, prevent a decline in the initial public market price
of the securities below the offer price. Such transactions may be effected in all jurisdictions where it
is permissible to do so, in each case in compliance with all applicable laws and regulatory
requirements of the relevant jurisdictions. In Hong Kong, the price at which stabilization is effected
is not permitted to exceed the offer price.

In connection with the Global Offering, Merrill Lynch Far East Limited, as stabilizing manager,
its affiliates or any person acting for it (on behalf of the Underwriters) may, to the extent permitted
by applicable laws of Hong Kong or elsewhere, over-allocate or effect transactions with a view to
stabilizing or supporting the market price of our Shares at a level higher than that which might
otherwise prevail in the open market for a limited period after the Listing Date. Any market purchases
of our Shares will be effected in compliance with all applicable laws and regulatory requirements.
However, there is no obligation on the Stabilizing Manager, its affiliates or any person acting for it
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to conduct any such stabilizing action. Such stabilizing action, if taken, will be required to be brought
to an end within 30 days of the last day for lodging applications under the Hong Kong Public Offering
and conducted at the absolute discretion of the Stabilizing Manager, its affiliates or any person acting
for it, and may be discontinued at any time. The number of Shares that may be over-allocated will not
be greater than the number of Shares that may be sold upon exercise of the Over-allotment Option,
being an aggregate of 254,117,500 additional Shares, which is 15% of the Shares initially available
under the Global Offering. If the Over-allotment Option is exercised in full, the Offer Shares will
represent about 14.0% of our Company’s enlarged issued share capital on completion of the Global
Offering.

Stabilization action permitted in Hong Kong pursuant to the Securities and Futures (Price
Stabilizing) Rules of the SFO includes (i) over-allocating for the purpose of preventing or minimizing
any reduction in the market price of our Shares; (ii) selling or agreeing to sell our Shares so as to
establish a short position in them for the purpose of preventing or minimizing any reduction in the
market price of our Shares; (iii) purchasing or agreeing to purchase our Shares pursuant to the
Over-allotment Option in order to close out any position established under (i) or (ii) above; (iv)
purchasing or agreeing to purchase our Shares for the sole purpose of preventing or minimizing any
reduction in the market price of our Shares; (v) selling or agreeing to sell our Shares in order to
liquidate any position established as a result of the abovementioned purchases; and (vi) offering or
attempting to do anything as described in (ii), (iii), (iv) or (v) above.

Specifically, prospective applicants for the Offer Shares should note that:

° the Stabilizing Manager, its affiliates or any person acting for it may, in connection with
the stabilizing action, maintain a long position in our Shares;

° there is no certainty as to the extent to which, and the time or period for which, the
Stabilizing Manager, its affiliates or any person acting for it will maintain such a long
position;

° liquidation and selling of any such long position in the open market by the Stabilizing
Manager, its affiliates or any person acting for it may have an adverse impact on the market
price of our Shares;

° no stabilizing action can be taken to support the price of our Shares for longer than the
stabilization period which will begin on the Listing Date and is expected to expire on
Sunday, December 13, 2015, being the 30th day after the last date for lodging applications
under the Hong Kong Public Offering. After this date, when no further stabilizing action
may be taken, demand for our Shares, and therefore the price of our Shares, could fall;

° the price of our Shares cannot be assured to stay at or above the Offer Price by the taking
of any stabilizing action; and

° stabilizing bids or transactions effected in the course of the stabilizing action may be made

at any price at or below the Offer Price and can, therefore, be done at a price below the price
paid by applicants for the Offer Shares.
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Our Company will ensure or procure that an announcement in compliance with the Securities and
Futures (Price Stabilizing) Rules of the SFO will be made within seven days of the expiration of the
stabilization period.

OVER-ALLOCATION

Following any over-allocation of Shares in connection with the Global Offering, the Stabilizing
Manager, its affiliates or any person acting for it may cover such over-allocation by (among other
methods) using Shares purchased by the Stabilizing Manager, its affiliates or any person acting for it
in the secondary market or exercising the Over-allotment Option in full or in part. Any such purchases
will be made in accordance with the laws, rules and regulations in place in Hong Kong, including those
in relation to stabilization and the Securities and Futures (Price Stabilizing) Rules, as amended, made
under the SFO. The number of Shares which can be over-allocated will not exceed 254,117,500 Shares,
representing 15% of the Offer Shares initially available under the Global Offering.

STOCK BORROWING ARRANGEMENT

In order to facilitate settlement of the over-allocations under the International Offering, if any,
the Stabilizing Manager, its affiliates or any person acting for it, will enter into the Stock Borrowing
Agreement with the Controlling Shareholders pursuant to which each of them shall, if so requested by
Stabilizing Manager, its affiliates or any person acting for it, make available to the Stabilizing
Manager its affiliates or any person acting for it, up to 254,117,500 Shares held by it to facilitate
settlement of over-allocations in the International Offering.

The Stock Borrowing Agreement, in compliance with Rule 10.07(3) of the Listing Rules, shall
provide that:

(1) such stock borrowing arrangement will be for the sole purpose of covering any short
position prior to the exercise of the Over-allotment Option;

(2) the maximum number of Shares to be borrowed from the Controlling Shareholders under
the Stock Borrowing Agreement by Stabilizing Manager, its affiliates or any person acting
for it, will be limited to the maximum number of Shares which may be issued upon full
exercise of the Over- allotment Option;

(3) the same number of Shares so borrowed (if any) must be returned to the Controlling
Shareholders or its nominees (as the case may be) within three Business Days after the last
day on which the Over-allotment Option may be exercised or, if earlier, the date on which
the Over-allotment Option is exercised in full;

(4) borrowing of Shares pursuant to the stock borrowing arrangement will be effected in
compliance with all applicable Listing Rules, laws, rules and regulatory requirements; and

(5) no payments will be made to the Controlling Shareholders by the Stabilizing Manager, its
affiliates or any person acting for it, in relation to such borrowing arrangement.
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PRICING AND ALLOCATION

The International Underwriters will be soliciting from prospective professional and institutional
investors indications of interest in acquiring Offer Shares in the International Offering. Prospective
professional and institutional investors will be required to specify the number of Offer Shares under
the International Offering that they would be prepared to acquire either at different prices or at a
particular price. This process, known as “book-building”, is expected to continue up to, and to cease
on or around, the last day for lodging applications under the Hong Kong Public Offering.

Pricing for the Offer Shares for the purpose of the various offerings under the Global Offering
will be fixed on the Price Determination Date, which is expected to be on or around Saturday,
November 14, 2015 and in any event no later than Thursday, November 19, 2015, by agreement among
the Joint Sponsors, the Joint Global Coordinators (on behalf of the Underwriters) and our Company.
The number of Offer Shares to be allocated under the various offerings will be determined shortly
thereafter.

The Offer Price per Offer Share under the Hong Kong Public Offering will be identical to the
Offer Price per Offer Share under the International Offering based on the Hong Kong dollar price per
Offer Share under the International Offering, as determined by the Joint Sponsors, the Joint Global
Coordinators (on behalf of the Underwriters) and our Company. The Offer Price per Offer Share under
the Hong Kong Public Offering will be fixed at the Hong Kong dollar amount which, when including
the 1% brokerage, 0.0027% SFC transaction levy and 0.005% Stock Exchange trading fee payable
thereon, is (subject to any necessary rounding) effectively equivalent to the Hong Kong dollar price
per Offer Share under the International Offering. The SFC transaction levy and the Stock Exchange
trading fee otherwise payable by investors on Offer Shares purchased by them in the International
Offering will be paid by us.

The Offer Price will not be more than HK$6.15 per Offer Share and is expected to be not less
than HK$5.00 per Offer Share unless otherwise announced, as further explained below, not later than
the morning of the last day for lodging applications under the Hong Kong Public Offering. Prospective
investors should be aware that the Offer Price to be determined on the Price Determination Date may
be, but is not expected to be, lower than the indicative Offer Price range stated in this prospectus. If
applications for Hong Kong Offer Shares have been submitted prior to the day which is the last day
for lodging applications under the Hong Kong Public Offering, in the event that the number of Offer
Shares and/or the Offer Price is/are so reduced, such applications can subsequently be withdrawn.

The Joint Sponsors and the Joint Global Coordinators (on behalf of the Underwriters) may, where
considered appropriate and with the consent of our Company, based on the level of interest expressed
by prospective professional and institutional investors during the book-building process, reduce the
number of Offer Shares and/or the indicative Offer Price range below that stated in this prospectus at
any time on or prior to the morning of the last day for lodging applications under the Hong Kong
Public Offering. In such a case, we will, as soon as practicable following the decision to make such
reduction and in any event not later than the morning of the day which is the last day for lodging
applications under the Hong Kong Public Offering, cause there to be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and to be posted on the
website of the Stock Exchange (www.hkexnews.hk) and on the website of our Company
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(www.dali-group.com) notices of the reduction. Upon issue of such notices, the revised Offer Price
range will be final and conclusive and the Offer Price, if agreed upon by the Joint Sponsors, the Joint
Global Coordinators (on behalf of the Underwriters) and our Company, will be fixed within such
revised Offer Price range. Applicants should have regard to the possibility that any announcement of
a reduction in the number of Offer Shares and/or the indicative Offer Price range may not be made
until the day which is the last day for lodging applications under the Hong Kong Public Offering. Such
announcement(s) will also include confirmation or revision, as appropriate, of the working capital
statement, the Global Offering statistics and any other financial information in this prospectus which
may change as a result of any such reduction. In the absence of any such announcement, the number
of Offer Shares will not be reduced and the Offer Price, if agreed upon by our Company, the Joint
Sponsors and the Joint Global Coordinators (on behalf of the Underwriters), will under no
circumstances be set outside the Offer Price range as stated in this prospectus.

In the event of a reduction in the number of Offer Shares, the Joint Global Coordinators may, at
their discretion, reallocate the number of Offer Shares to be offered in the Hong Kong Public Offering
and the International Offering, provided that the number of Offer Shares comprised in the Hong Kong
Public Offering shall not be less than 10% of the total number of Offer Shares available under the
Global Offering (assuming the Over-allotment Option is not exercised). The Offer Shares to be offered
in the Hong Kong Public Offering and the Offer Shares to be offered in the International Offering may,
in certain circumstances, be reallocated between these offerings at the discretion of the Joint Global
Coordinators.

The net proceeds from the Global Offering accruing to us (after deduction of underwriting fees
and estimated expenses payable by us in relation to the Global Offering) are estimated to be
approximately HK$9,152 million, assuming an Offer Price of HK$5.58 per Offer Share, being the
approximate mid-point of the proposed Offer Price range of HK$5.00 to HK$6.15.

The final Offer Price, the level of indications of interest in the Global Offering and the basis of
allotment of Offer Shares available under the Hong Kong Public Offering are expected to be
announced on Thursday, November 19, 2015 in the South China Morning Post (in English) and the
Hong Kong Economic Times (in Chinese) and to be posted on the website of the Stock Exchange
(www.hkexnews.hk) and on the website of our Company (www.dali-group.com).

HONG KONG UNDERWRITING AGREEMENT AND INTERNATIONAL UNDERWRITING
AGREEMENT

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters under the
terms of the Hong Kong Underwriting Agreement and is subject to our Company, the Joint Sponsors
and the Joint Global Coordinators (on behalf of the Underwriters) agreeing on the Offer Price.

We expect to enter into the International Underwriting Agreement relating to the International
Offering on the Price Determination Date.

The Hong Kong Underwriting Agreement and the International Underwriting Agreement are
summarized in the section headed “Underwriting” in this prospectus.
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CONDITIONS OF THE HONG KONG PUBLIC OFFERING

Acceptance of all applications for Offer Shares pursuant to the Hong Kong Public Offering will
be conditional on:

(i) the Listing Committee granting the listing of, and permission to deal in, our Shares in issue
(including the Shares that may be sold pursuant to any exercise of the Over-allotment
Option) and our Shares being offered pursuant to the Global Offering (subject only to
allotment);

(i1)) the Offer Price having been duly determined and the execution and delivery of the
International Underwriting Agreement on the Price Determination Date; and

(ii1) the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting
Agreement and the obligations of the International Underwriters under the International
Underwriting Agreement becoming and remaining unconditional and not having been
terminated in accordance with the terms of the respective agreements,

in each case on or before the dates and times specified in the Hong Kong Underwriting Agreement or
the International Underwriting Agreement (unless and to the extent such conditions are validly waived
on or before such dates and times) and in any event not later than the date that is 30 days after the
date of this prospectus.

If, for any reason, the Offer Price is not agreed between our Company, the Joint Sponsors and
the Joint Global Coordinators (on behalf of the Underwriters) on or before Thursday, November 19,
2015, the Global Offering will not proceed and will lapse.

The consummation of each of the Hong Kong Public Offering and the International Offering is
conditional upon, among other things, the other offering becoming unconditional and not having been
terminated in accordance with its respective terms.

If the above conditions are not fulfilled or waived prior to the times and dates specified, the
Global Offering will not proceed and will lapse and the Stock Exchange will be notified immediately.
Notice of the lapse of the Hong Kong Public Offering will be published by our Company on the Stock
Exchange’s website at www.hkexnews.hk and our Company’s website at www.dali-group.com, in the
South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) on the next
day following such lapse. In such event, all application monies will be returned, without interest, on
the terms set out in the section headed “How to Apply for Hong Kong Offer Shares—14.
Dispatch/Collection of Share Certificates and Refund Monies” in this prospectus. In the meantime, all
application monies will be held in separate bank accounts with the receiving bank of our Company or
any other banks in Hong Kong licensed under the Banking Ordinance (Chapter 155 of the Laws of
Hong Kong) (as amended).

Share certificates for the Offer Shares will only become valid certificates of title at 8:00 a.m. in
Hong Kong on Friday, November 20, 2015 provided that (i) the Global Offering has become
unconditional in all respects and (ii) the right of termination as described in the section headed
“Underwriting—Underwriting Arrangements and Expenses—Hong Kong Public Offering—Hong
Kong Underwriting Agreement—Grounds for Termination” in this prospectus has not been exercised.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

We have applied to the Listing Committee for the granting of the listing of, and permission to
deal in, the Shares in issue and to be issued pursuant to the Global Offering (including pursuant to the
exercise of the Over-allotment Option), the Capitalization Issue and the Shares which may be issued

upon the exercise of the options that may be granted under the Share Option Scheme.

No part of the share capital of our Company is listed on or dealt in on any other stock exchange

and no such listing or permission to list is being or proposed to be sought in the near future.

DEALING

Assuming that the Hong Kong Public Offering becomes unconditional at or before 8:00 a.m. in
Hong Kong on Friday, November 20, 2015, it is expected that dealings in the Shares on the Stock
Exchange will commence at 9:00 a.m. on Friday, November 20, 2015. Our Shares will be traded in
board lots of 500 Shares each.
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1. HOW TO APPLY

If you apply for Hong Kong Offer Shares, then you may not apply for or indicate an interest for
International Offer Shares.

To apply for Hong Kong Offer Shares, you may:

° use a WHITE or YELLOW Application Form;

° apply online via the White Form eIPO at www.eipo.com.hk; or
° electrically cause HKSCC Nominees to apply on your behalf.

None of you or your joint applicant(s) may make more than one application, except where you
are a nominee and provide the required information in your application.

Our Company, the Joint Sponsors and/or the Joint Global Coordinators, the White Form eIPO
Service Provider and their respective agents may reject or accept any application in full or in part for
any reason at their discretion.

2. WHO CAN APPLY

You can apply for Hong Kong Offer Shares on a WHITE or YELLOW Application Form if you
or the person(s) for whose benefit you are applying:

° are 18 years of age or older;
° have a Hong Kong address;

° are outside the United States, and are not a United States Person (as defined in Regulation
S under the U.S. Securities Act); and

° are not a legal or natural person of the PRC.

If you apply online through the White Form eIPO, in addition to the above, you must also: (i)
have a valid Hong Kong identity card number and (ii) provide a valid e-mail address and a contact
telephone number.

If you are a firm, the application must be in the individual members’ names. If you are a body
corporate, the application form must be signed by a duly authorized officer, who must state his
representative capacity, and stamped with your corporation’s chop.

If an application is made by a person under a power of attorney, the Joint Sponsors and/or the
Joint Global Coordinators may accept or reject it at their discretion and on any conditions they think
fit, including evidence of the attorney’s authority.
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The number of joint applicants may not exceed four and they may not apply by means of White
Form eIPO for the Hong Kong Offer Shares.

Unless permitted by the Listing Rules, you cannot apply for any Hong Kong Offer Shares if you
are:

° an existing beneficial owner of Shares in our Company and/or any our subsidiaries;
° a Director or chief executive officer of our Company and/or any of our subsidiaries;
° a connected person (as defined in the Listing Rules) of our Company or will become a

connected person of our Company immediately upon completion of the Global Offering;
° an associate (as defined in the Listing Rules) of any of the above; and

° have been allocated or have applied for or indicated an interest in any International Offer
Shares or otherwise participate in the International Offering.

3.  APPLYING FOR HONG KONG OFFER SHARES
Which Application Channel to Use

For Hong Kong Offer Shares to be issued in your own name, use a WHITE Application Form or
apply online through www.eipo.com.hk.

For Hong Kong Offer Shares to be issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a designated CCASS Participant’s stock account, use
a YELLOW Application Form or electronically instruct HKSCC via CCASS to cause HKSCC
Nominees to apply for you.

Where to Collect the Application Forms

You can collect a WHITE Application Form and a prospectus during normal business hours from
9:00 a.m. on Tuesday, November 10, 2015 until 12:00 noon on Friday, November 13, 2015 from:

(i) any of the following offices of the Hong Kong Underwriters:

Merrill Lynch Far East Limited
55/F, Cheung Kong Center

2 Queen’s Road Central

Central

Hong Kong

Morgan Stanley Asia Limited

Level 46, International Commerce Centre
1 Austin Road West

Kowloon

Hong Kong
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(ii)

any of the following branches of the receiving bank:

Bank of China (Hong Kong) Limited

Hong Kong Island

Kowloon

New Territories

Branch Name

Address

Bank of China Tower Branch
United Centre Branch

Sheung Wan Branch
North Point (King’s Centre)

Branch

Prince Edward Branch
To Kwa Wan Branch

Wong Tai Sin Branch

Kwun Tong Plaza Branch

East Point City Branch

Ma On Shan Plaza Branch

Fo Tan Branch

Tuen Mun San Hui Branch

3/F, 1 Garden Road
Shop 1021, United Centre,
95 Queensway
252 Des Voeux Road Central
193-209 King’s Road,
North Point

774 Nathan Road, Kowloon
80N To Kwa Wan Road,
To Kwa Wan
Shop G13, Wong Tai Sin Plaza,
Wong Tai Sin
G1 Kwun Tong Plaza,
68 Hoi Yuen Road,
Kwun Tong
Shop 101, East Point City,
Tseung Kwan O

Shop 2103, Level 2, Ma On
Shan Plaza, Sai Sha Road,
Ma On Shan

No 2, 1/F Shatin Galleria, 18-24
Shan Mei Street, Fo Tan

G13-G14 Eldo Court,

Heung Sze Wui Road, Tuen
Mun

You can collect a YELLOW Application Form and a prospectus during normal business hours
from 9:00 a.m. on Tuesday, November 10, 2015 until 12:00 noon on Friday, November 13, 2015 from
the Depository Counter of HKSCC at 1/F, One & Two Exchange Square, 8 Connaught Place, Central,

Hong Kong or from your stockbroker.
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Time for Lodging Application Forms

Your completed WHITE or YELLOW Application Form, together with a cheque or a banker’s
cashier order attached and marked payable to Bank of China (Hong Kong) Nominees Limited — Dali
Foods Group Public Offer for the payment, should be deposited in the special collection boxes
provided at any of the branches of the receiving bank listed above, at the following times:

° 9:00 a.m. to 5:00 p.m. on Tuesday, November 10, 2015

o 9:00 a.m. to 5:00 p.m. on Wednesday, November 11, 2015

° 9:00 a.m. to 5:00 p.m. on Thursday, November 12, 2015

° 9:00 a.m. to 12:00 noon on Friday, November 13, 2015

The application lists will be open from 11:45 a.m. to 12:00 noon on Friday, November 13, 2015,
the last application day or such later time as described in the paragraph headed “—10. Effect of Bad
Weather on the Opening of the Application Lists” in this section.

4. TERMS AND CONDITIONS OF AN APPLICATION

Follow the detailed instructions in the Application Form carefully; otherwise, your application
may be rejected.

By submitting an Application Form or applying through the White Form eIPO, among other
things, you:

(i) undertake to execute all relevant documents and instruct and authorize our Company, the
Joint Sponsors and/or the Joint Global Coordinators (or their agents or nominees), as agents
of our Company, to execute any documents for you and to do on your behalf all things
necessary to register any Hong Kong Offer Shares allocated to you in your name or in the
name of HKSCC Nominees as required by the Articles of Association;

(ii) agree to comply with the Companies Ordinance, the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Articles of Association;

(iii) confirm that you have read the terms and conditions and application procedures set out in
this prospectus and in the Application Form and agree to be bound by them;

(iv) confirm that you have received and read this prospectus and have only relied on the
information and representations contained in this prospectus in making your application
and will not rely on any other information or representations except those in any
supplement to this prospectus;

(v) confirm that you are aware of the restrictions on the Global Offering in this prospectus;
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(vi)

(vii)

agree that none of our Company, the Joint Sponsors, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, their respective directors,
officers, employees, partners, agents, advisors and any other parties involved in the Global
Offering is or will be liable for any information and representations not in this prospectus
(and any supplement to it);

undertake and confirm that you or the person(s) for whose benefit you have made the
application have not applied for or taken up, or indicated an interest for, and will not apply
for or take up, or indicate an interest for, any Offer Shares under the International Offering
nor participated in the International Offering;

(viii)agree to disclose to our Company, our Hong Kong Share Registrar, the receiving bank, the

(ix)

(x)

(xi)

(xii)

Joint Sponsors, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, the Underwriters and/or their respective advisors and agents any personal data
which they may require about you and the person(s) for whose benefit you have made the
application;

if the laws of any place outside Hong Kong apply to your application, agree and warrant
that you have complied with all such laws and none of our Company, the Joint Sponsors,
the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Manager and the
Underwriters nor any of their respective officers or advisors will breach any law outside
Hong Kong as a result of the acceptance of your offer to purchase, or any action arising
from your rights and obligations under the terms and conditions contained in this
prospectus and the Application Form;

agree that once your application has been accepted, you may not rescind it because of an
innocent misrepresentation;

agree that your application will be governed by the laws of Hong Kong;

represent, warrant and undertake that (i) you understand that the Hong Kong Offer
Shares have not been and will not be registered under the U.S. Securities Act; and (ii) you
and any person for whose benefit you are applying for the Hong Kong Offer Shares are
outside the United States (as defined in Regulation S) or are a person described in
paragraph (h)(3) of Rule 902 of Regulation S;

(xiii) warrant that the information you have provided is true and accurate;

(xiv) agree to accept the Hong Kong Offer Shares applied for, or any lesser number allocated to

(xv)

you under the application;

authorize our Company to place your name(s) or the name of the HKSCC Nominees, on our
Company’s register of members as the holder(s) of any Hong Kong Offer Shares allocated
to you, and our Company and/or its agents to send any share certificate(s) or deposit any
share certificate(s) into CCASS and/or any e-Refund payment instructions and/or any
refund cheque(s) to you or the first- named applicant for joint application by ordinary post
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at your own risk to the address stated on the application, unless you fulfill the criteria
mentioned in “— 14. Dispatch/Collection of Share Certificates and Refund Monies —
Personal Collection” in this section to collect the share certificate(s) and/or refund

cheque(s) in person;

(xvi) declare and represent that this is the only application made and the only application

intended by you to be made to benefit you or the person for whose benefit you are applying;

(xvii) understand that our Company, the Directors, Joint Sponsors and the Joint Global
Coordinators will rely on your declarations and representations in deciding whether or not
to make any allotment of any of the Hong Kong Offer Shares to you and that you may be
prosecuted for making a false declaration;

(xviii) (if the application is made for your own benefit) warrant that no other application has been
or will be made for your benefit on a WHITE or YELLOW Application Form or by giving
electronic application instructions to HKSCC or to the White Form eIPO Service

Provider by you or by any one as your agent or by any other person; and

(xix) (if you are making the application as an agent for the benefit of another person) warrant
that (i) no other application has been or will be made by you as agent for or for the benefit
of that person or by that person or by any other person as agent for that person on a WHITE
or YELLOW Application Form or by giving electronic application instructions to
HKSCC; and (ii) you have due authority to sign the Application Form or give electronic
application instructions on behalf of that other person as their agent.

Additional Instructions for YELLOW Application Form

You may refer to the YELLOW Application Form for details.

5.  APPLYING THROUGH WHITE FORM eIPO SERVICE

Individuals who meet the criteria in “2. Who can apply” section, may apply through the White
Form eIPO for the Offer Shares to be allotted and registered in their own names through the

designated website at www.eipo.com.hk.

Detailed instructions for application through the White Form eIPO are on the designated
website. If you do not follow the instructions, your application may be rejected and may not be
submitted to our Company. If you apply through the designated website, you authorize the White
Form eIPO Service Provider to apply on the terms and conditions in this prospectus, as supplemented

and amended by the terms and conditions of the White Form eIPO.
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Time for Submitting Applications under the White Form eIPO

You may submit your application to the White Form eIPO Service Provider at www.eipo.com.hk
(24 hours daily, except on the last application day) from 9:00 a.m. on Tuesday, November 10, 2015
until 11:30 a.m. on Friday, November 13, 2015 and the latest time for completing full payment of
application monies in respect of such applications will be at 12:00 noon on Friday, November 13, 2015
or such later time under the paragraph headed “—10. Effect of Bad Weather on the Opening of the
Application Lists” in this section.

No Multiple Applications

If you apply by means of White Form eIPO, once you complete payment in respect of any
electronic application instruction given by you or for your benefit through the White Form eIPO
to make an application for Hong Kong Offer Shares, an actual application shall be deemed to have
been made. For the avoidance of doubt, giving an electronic application instruction under White
Form eIPO more than once and obtaining different application reference numbers without effecting
full payment in respect of a particular reference number will not constitute an actual application.

If you are suspected of submitting more than one application through the White Form eIPO or
by any other means, all of your applications are liable to be rejected.

Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, our Company and all other parties involved in the preparation of this
prospectus acknowledge that each applicant who gives or causes to give electronic application
instructions is a person who may be entitled to compensation under Section 40 of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section 342E of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance).

Environmental Protection

The obvious advantage of White Form eIPO is to save the use of paper via the self-serviced and
electronic application process. Computershare Hong Kong Investor Services Limited, being the
designated White Form eIPO Service Provider, will contribute HK$2 for each “Dali Foods Group
Company Limited” White Form eIPO application submitted via www.eipo.com.hk to support the
funding of “Source of Dongliang-Hong Kong Forest” project initiated by Friends of the Earth (HK).

6. APPLYING BY GIVING ELECTRONIC APPLICATION INSTRUCTIONS TO HKSCC VIA
CCASS

General
CCASS Participants may give electronic application instructions to apply for the Hong Kong
Offer Shares and to arrange payment of the money due on application and payment of refunds under

their participant agreements with HKSCC and the General Rules of CCASS and the CCASS
Operational Procedures.
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If you are a CCASS Investor Participant, you may give these electronic application instructions
through the CCASS Phone System by calling 2979 7888 or through the CCASS Internet System
(https://ip.ccass.com) (using the procedures in HKSCC’s “An Operating Guide for Investor

Participants” in effect from time to time).

HKSCC can also input electronic application instructions for you if you go to:

Hong Kong Securities Clearing Company Limited
Customer Service Center
1/F, One & Two Exchange Square
8 Connaught Place, Central
Hong Kong

and complete an input request form.

You can also collect a prospectus from this address.

If you are not a CCASS Investor Participant, you may instruct your broker or custodian who is
a CCASS Clearing Participant or a CCASS Custodian Participant to give electronic application
instructions via CCASS terminals to apply for the Hong Kong Offer Shares on your behalf.

You will be deemed to have authorized HKSCC and/or HKSCC Nominees to transfer the details
of your application to our Company, the Joint Global Coordinators and our Hong Kong Share
Registrar.

Giving Electronic Application Instructions to HKSCC via CCASS

Where you have given electronic application instructions to apply for the Hong Kong Offer
Shares and a WHITE Application Form is signed by HKSCC Nominees on your behalf:

(i) HKSCC Nominees will only be acting as a nominee for you and is not liable for any breach
of the terms and conditions of the WHITE Application Form or this prospectus;

(ii) HKSCC Nominees will do the following things on your behalf:
. agree that the Hong Kong Offer Shares to be allotted shall be issued in the name of

HKSCC Nominees and deposited directly into CCASS for the credit of the CCASS
Participant’s stock account on your behalf or your CCASS Investor Participant’s stock

account;

° agree to accept the Hong Kong Offer Shares applied for or any lesser number
allocated;

° undertake and confirm that you have not applied for or taken up, will not apply for or

take up, or indicate an interest for, any Offer Shares under the International Offering;
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(if the electronic application instructions are given for your benefit) declare that only
one set of electronic application instructions has been given for your benefit;

(if you are an agent for another person) declare that you have only given one set of
electronic application instructions for the other person’s benefit and are duly
authorized to give those instructions as their agent;

confirm that you understand that our Company, our Directors, the Joint Sponsors and
the Joint Global Coordinators will rely on your declarations and representations in
deciding whether or not to make any allotment of any of the Hong Kong Offer Shares
to you and that you may be prosecuted if you make a false declaration;

authorize our Company to place HKSCC Nominees’ name on our Company’s register
of members as the holder of the Hong Kong Offer Shares allocated to you and our
Company and/or our agents to deposit share certificate(s) into CCASS and/or to send
any refund monies under the arrangements separately agreed between us and HKSCC;

confirm that you have read the terms and conditions and application procedures set out
in this prospectus and agree to be bound by them;

confirm that you have received and/or read a copy of this prospectus and have relied
only on the information and representations in this prospectus in causing the
application to be made, save as set out in any supplement to this prospectus;

agree that none of our Company, the Joint Sponsors, the Joint Global Coordinators, the
Joint Bookrunners, the Joint Lead Managers, the Underwriters, their respective
directors, officers, employees, partners, agents, advisors and any other parties
involved in the Global Offering, is or will be liable for any information and
representations not contained in this prospectus (and any supplement to it);

agree to disclose your personal data to our Company, our Hong Kong Share Registrar,
the receiving bank, the Joint Sponsors, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Underwriters and/or its respective advisors
and agents;

agree (without prejudice to any other rights which you may have) that once HKSCC
Nominees’ application has been accepted, it cannot be rescinded for innocent
misrepresentation;

agree that any application made by HKSCC Nominees on your behalf is irrevocable
before the fifth day after the time of the opening of the application lists (excluding any
day which is Saturday, Sunday or public holiday in Hong Kong), such agreement to
take effect as a collateral contract with us and to become binding when you give the
instructions and such collateral contract to be in consideration of our Company
agreeing that it will not offer any Hong Kong Offer Shares to any person before the
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fifth day after the time of the opening of the application lists (excluding any day
which is Saturday, Sunday or public holiday in Hong Kong), except by means of one
of the procedures referred to in this prospectus. However, HKSCC Nominees may
revoke the application before the fifth day after the time of the opening of the
application lists (excluding for this purpose any day which is a Saturday, Sunday or
public holiday in Hong Kong) if a person responsible for this prospectus under Section
40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance gives a
public notice under that section which excludes or limits that person’s responsibility
for this prospectus;

° agree that once HKSCC Nominees’ application is accepted, neither that application
nor your electronic application instructions can be revoked, and that acceptance of
that application will be evidenced by our Company’s announcement of the Hong Kong
Public Offering results;

° agree to the arrangements, undertakings and warranties under the participant
agreement between you and HKSCC, read with the General Rules of CCASS and the
CCASS Operational Procedures, for the giving electronic application instructions to
apply for Hong Kong Offer Shares;

o agree with our Company, for itself and for the benefit of each Shareholder (and so that
our Company will be deemed by its acceptance in whole or in part of the application
by HKSCC Nominees to have agreed, for itself and on behalf of each of the
Shareholders, with each CCASS Participant giving electronic application
instructions) to observe and comply with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Articles of Association; and

o agree that your application, any acceptance of it and the resulting contract will be
governed by the Laws of Hong Kong.

Effect of Giving Electronic Application Instructions to HKSCC via CCASS

By giving electronic application instructions to HKSCC or instructing your broker or custodian
who is a CCASS Clearing Participant or a CCASS Custodian Participant to give such instructions to
HKSCC, you (and, if you are joint applicants, each of you jointly and severally) are deemed to have
done the following things. Neither HKSCC nor HKSCC Nominees shall be liable to our Company or
any other person in respect of the things mentioned below:

° instructed and authorized HKSCC to cause HKSCC Nominees (acting as nominee for the
relevant CCASS Participants) to apply for the Hong Kong Offer Shares on your behalf;

° instructed and authorized HKSCC to arrange payment of the maximum Offer Price,
brokerage, SFC transaction levy and the Stock Exchange trading fee by debiting your
designated bank account and, in the case of a wholly or partially unsuccessful application
and/ or if the Offer Price is less than the maximum Offer Price per Offer Share initially paid
on application, refund of the application monies (including brokerage, SFC transaction levy
and the Stock Exchange trading fee) by crediting your designated bank account; and
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° instructed and authorized HKSCC to cause HKSCC Nominees to do on your behalf all the
things stated in the WHITE Application Form and in this prospectus.

Minimum Purchase Amount and Permitted Numbers

You may give or cause your broker or custodian who is a CCASS Clearing Participant or a
CCASS Custodian Participant to give electronic application instructions for a minimum of 500 Hong
Kong Offer Shares. Instructions for more than 500 Hong Kong Offer Shares must be in one of the
numbers set out in the table in the Application Forms. No application for any other number of Hong
Kong Offer Shares will be considered and any such application is liable to be rejected.

Time for Inputting Electronic Application Instructions

CCASS Clearing/Custodian Participants can input electronic application instructions at the
following times on the following dates:

° 9:00 a.m. to 8:30 p.m."" on Tuesday, November 10, 2015
o 8:00 a.m. to 8:30 p.m.""”’ on Wednesday, November 11, 2015
° 8:00 a.m. to 8:30 p.m.‘"’ on Thursday, November 12, 2015

o 8:00 a.m.” to 12:00 noon on Friday, November 13, 2015

Note:
(I)  These times are subject to change as HKSCC may determine from time to time with prior notification to CCASS

Clearing/ Custodian Participants.

CCASS Investor Participants can input electronic application instructions from 9:00 a.m. on
Tuesday, November 10, 2015 until 12:00 noon on Friday, November 13, 2015 (24 hours daily, except
on the last application day).

The latest time for inputting your electronic application instructions will be 12:00 noon on
Friday, November 13, 2015, the last application day or such later time as described in the paragraph
headed “—10. Effect of Bad Weather on the Opening of the Application Lists” in this section.

No Multiple Applications

If you are suspected of having made multiple applications or if more than one application is made
for your benefit, the number of Hong Kong Offer Shares applied for by HKSCC Nominees will be
automatically reduced by the number of Hong Kong Offer Shares for which you have given such
instructions and/or for which such instructions have been given for your benefit. Any electronic
application instructions to make an application for the Hong Kong Offer Shares given by you or for
your benefit to HKSCC shall be deemed to be an actual application for the purposes of considering
whether multiple applications have been made.
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Section 40 of the Companies (Winding Up and Miscellaneous Provisions) Ordinance

For the avoidance of doubt, our Company and all other parties involved in the preparation of this
prospectus acknowledge that each CCASS Participant who gives or causes to give electronic
application instructions is a person who may be entitled to compensation under Section 40 of the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section 342E of the

Companies (Winding Up and Miscellaneous Provisions) Ordinance).

Personal Data

The section of the Application Form headed “Personal Data” applies to any personal data held
by our Company, our Hong Kong Share Registrar, the receiving bank, the Joint Sponsors, the Joint
Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Underwriters and any of
their respective advisors and agents about you in the same way as it applies to personal data about
applicants other than HKSCC Nominees.

7. WARNING FOR ELECTRONIC APPLICATIONS

The subscription of the Hong Kong Offer Shares by giving electronic application instructions
to HKSCC is only a facility provided to CCASS Participants. Similarly, the application for Hong Kong
Offer Shares through the White Form eIPO is also only a facility provided by the White Form eIPO
Service Provider to public investors. Such facilities are subject to capacity limitations and potential
service interruptions and you are advised not to wait until the last application day in making your
electronic applications. Our Company, our Directors, the Joint Bookrunners, the Joint Sponsors, the
Joint Global Coordinators and the Underwriters take no responsibility for such applications and
provide no assurance that any CCASS Participant or person applying through the White Form eIPO
will be allotted any Hong Kong Offer Shares.

To ensure that CCASS Investor Participants can give their electronic application instructions,
they are advised not to wait until the last minute to input their instructions to the systems. In the event
that CCASS Investor Participants have problems in the connection to CCASS Phone System/CCASS
Internet System for submission of electronic application instructions, they should either (i) submit
a WHITE or YELLOW Application Form, or (ii) go to HKSCC’s Customer Service Centre to complete
an input request form for electronic application instructions before 12:00 noon on Friday, November
13, 2015.

8. HOW MANY APPLICATIONS CAN YOU MAKE

Multiple applications for the Hong Kong Offer Shares are not allowed except by nominees. If you
are a nominee, in the box on the Application Form marked “For nominees” you must include:

o an account number; or

° some other identification code,
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for each beneficial owner or, in the case of joint beneficial owners, for each joint beneficial owner.
If you do not include this information, the application will be treated as being made for your benefit.

All of your applications will be rejected if more than one application on a WHITE or YELLOW
Application Form or by giving electronic application instructions to HKSCC or through White
Form eIPO, is made for your benefit (including the part of the application made by HKSCC Nominees
acting on electronic application instructions). If an application is made by an unlisted company and:

° the principal business of that company is dealing in securities; and

° you exercise statutory control over that company,
then the application will be treated as being for your benefit.

“Unlisted company” means a company with no equity securities listed on the Stock Exchange.

“Statutory control” means you:

° control the composition of the board of directors of the company;

° control more than half of the voting power of the company; or

° hold more than half of the issued share capital of the company (not counting any part of it

which carries no right to participate beyond a specified amount in a distribution of either
profits or capital).

9. HOW MUCH ARE THE HONG KONG OFFER SHARES

The WHITE and YELLOW Application Forms have tables showing the exact amount payable
for Shares.

You must pay the maximum Offer Price, brokerage, SFC transaction levy and the Stock Exchange
trading fee in full upon application for Shares under the terms set out in the Application Forms.

You may submit an application using a WHITE or YELLOW Application Form or through the
White Form eIPO in respect of a minimum of 500 Hong Kong Public Offer Shares. Each application
or electronic application instruction in respect of more than 500 Hong Kong Public Offer Shares
must be in one of the numbers set out in the table in the Application Form, or as otherwise specified
on the designated website at www.eipo.com.hk.

If your application is successful, brokerage will be paid to the Exchange Participants, and the
SFC transaction levy and the Stock Exchange trading fee are paid to the Stock Exchange (in the case

of the SFC transaction levy, collected by the Stock Exchange on behalf of the SFC).

Please see the section headed “Structure of the Global Offering—Pricing and Allocation” in this
prospectus for further details on the Offer Price.
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10. EFFECT OF BAD WEATHER ON THE OPENING OF THE APPLICATION LISTS

The application lists will not open if there is:

° a tropical cyclone warning signal number 8 or above; or

° a “black” rainstorm warning,

in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Friday, November 13, 2015.
Instead they will open between 11:45 a.m. and 12:00 noon on the next business day which does not

have either of those warnings in Hong Kong in force at any time between 9:00 a.m. and 12:00 noon.

If the application lists do not open and close on Friday, November 13, 2015 or if there is a
tropical cyclone warning signal number 8 or above or a “black” rainstorm warning signal in force in
Hong Kong that may affect the dates mentioned in the section headed “Expected Timetable” in this

prospectus, an announcement will be made in such event.

11. PUBLICATION OF RESULTS

Our Company expects to announce the final Offer Price, the level of indication of interest in the
International Offering, the level of applications in the Hong Kong Public Offering and the basis of
allocation of the Hong Kong Offer Shares on Thursday, November 19, 2015 in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and on our Company’s

website at www.dali-group.com and the website of the Stock Exchange at www.hkexnews.hk.

The results of allocations and the Hong Kong identity card/passport/Hong Kong business
registration numbers of successful applicants under the Hong Kong Public Offering will be available

at the times and date and in the manner specified below:

° in the announcement to be posted on our Company’s website at www.dali-group.com and
the Stock Exchange’s website at www.hkexnews.hk by no later than 9:00 a.m. on Thursday,
November 19, 2015;

° from the designated results of allocations website at www.iporesults.com.hk with a “search
by ID” function on a 24-hour basis from 8:00 a.m. on Thursday, November 19, 2015 to
12:00 midnight on Wednesday, November 25, 2015;

° by telephone enquiry line by calling 2862 8669 between 9:00 a.m. and 10:00 p.m. from
Thursday, November 19, 2015 to Sunday, November 22, 2015;

° in the special allocation results booklets which will be available for inspection during
opening hours from Thursday, November 19, 2015 to Saturday, November 21, 2015 at all

the receiving bank designated branches.

— 319 —



HOW TO APPLY FOR HONG KONG OFFER SHARES

If our Company accepts your offer to purchase (in whole or in part), which it may do by
announcing the basis of allocations and/or making available the results of allocations publicly, there
will be a binding contract under which you will be required to purchase the Hong Kong Offer Shares
if the conditions of the Global Offering are satisfied and the Global Offering is not otherwise
terminated. Further details are contained in the section headed “Structure of the Global Offering” in
this prospectus.

You will not be entitled to exercise any remedy of rescission for innocent misrepresentation at

any time after acceptance of your application. This does not affect any other right you may have.

12. CIRCUMSTANCES IN WHICH YOU WILL NOT BE ALLOTTED HONG KONG OFFER
SHARES

You should note the following situations in which the Hong Kong Offer Shares will not be
allotted to you:

(i) If your application is revoked:

By completing and submitting an Application Form or giving electronic application
instructions to HKSCC or to White Form eIPO Service Provider, you agree that your
application or the application made by HKSCC Nominees on your behalf cannot be revoked on
or before the fifth day after the time of the opening of the application lists (excluding for this
purpose any day which is Saturday, Sunday or public holiday in Hong Kong). This agreement

will take effect as a collateral contract with our Company.

Your application or the application made by HKSCC Nominees on your behalf may only be
revoked on or before such fifth day if a person responsible for this prospectus under Section 40
of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (as applied by Section
342E of the Companies (Winding Up and Miscellaneous Provisions) Ordinance) gives a public

notice under that section which excludes or limits that person’s responsibility for this prospectus.

If any supplement to this prospectus is issued, applicants who have already submitted an
application will be notified that they are required to confirm their applications. If applicants have
been so notified but have not confirmed their applications in accordance with the procedure to

be notified, all unconfirmed applications will be deemed revoked.

If your application or the application made by HKSCC Nominees on your behalf has been
accepted, it cannot be revoked. For this purpose, acceptance of applications which are not
rejected will be constituted by notification in the press of the results of allocation, and where
such basis of allocation is subject to certain conditions or provides for allocation by ballot, such
acceptance will be subject to the satisfaction of such conditions or results of the ballot

respectively.
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(i1)) If our Company or its agents exercise their discretion to reject your application:
Our Company, the Joint Sponsors and/or the Joint Global Coordinators, the White Form

eIPO Service Provider and their respective agents and nominees have full discretion to reject or

accept any application, or to accept only part of any application, without giving any reasons.

(iii) If the allotment of Hong Kong Offer Shares is void:

The allotment of Hong Kong Offer Shares will be void if the Listing Committee does not

grant permission to list the Shares either:
° within three weeks from the closing date of the application lists; or
° within a longer period of up to six weeks if the Listing Committee notifies our

Company of that longer period within three weeks of the closing date of the

application lists.

(iv) If:
o you make multiple applications or suspected multiple applications;
° you or the person for whose benefit you are applying have applied for or taken up, or

indicated an interest for, or have been or will be placed or allocated (including
conditionally and/or provisionally) Hong Kong Offer Shares and International Offer

Shares;
o your electronic application instructions through the White Form eIPO are not
completed in accordance with the instructions, terms and conditions on the designated

website;

° your payment is not made correctly or the cheque or banker’s cashier order paid by

you is dishonoured upon its first presentation;

o the Underwriting Agreements do not become unconditional or are terminated;

° our Company or the Joint Global Coordinators believe that by accepting your
application, it or they would violate applicable securities or other laws, rules or

regulations; or

° your application is for more than 50% of the Hong Kong Offer Shares initially offered
under the Hong Kong Public Offering.
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13. REFUND OF APPLICATION MONIES

If an application is rejected, not accepted or accepted in part only, or if the Offer Price as finally
determined is less than the maximum offer price of HK$6.15 per Offer Share (excluding brokerage,
SFC transaction levy and the Stock Exchange trading fee thereon), or if the conditions of the Hong
Kong Public Offering are not fulfilled in accordance with the section headed “Structure of the Global
Offering—Conditions of the Hong Kong Public Offering” in this prospectus or if any application is
revoked, the application monies, or the appropriate portion thereof, together with the related
brokerage, SFC transaction levy and the Stock Exchange trading fee, will be refunded, without interest
or the cheque or banker’s cashier order will not be cleared.

Any refund of your application monies will be made on or before Thursday, November 19, 2015.
14. DISPATCH/COLLECTION OF SHARE CERTIFICATES AND REFUND MONIES

You will receive one share certificate for all Hong Kong Offer Shares allotted to you under the
Hong Kong Public Offering (except pursuant to applications made on YELLOW Application Forms
or by electronic application instructions to HKSCC via CCASS where the share certificates will be
deposited into CCASS as described below).

No temporary document of title will be issued in respect of the Shares. No receipt will be issued
for sums paid on application. If you apply by WHITE or YELLOW Application Form, subject to
personal collection as mentioned below, the following will be sent to you (or, in the case of joint
applicants, to the first-named applicant) by ordinary post, at your own risk, to the address specified
on the Application Form:

° share certificate(s) for all the Hong Kong Offer Shares allotted to you (for YELLOW
Application Forms, share certificates will be deposited into CCASS as described below);
and

° refund cheque(s) crossed “Account Payee Only” in favor of the applicant (or, in the case
of joint applicants, the first-named applicant) for (i) all or the surplus application monies
for the Hong Kong Offer Shares, wholly or partially unsuccessfully applied for; and/or (ii)
the difference between the Offer Price and the maximum Offer Price per Offer Share paid
on application in the event that the Offer Price is less than the maximum Offer Price
(including brokerage, SFC transaction levy and the Stock Exchange trading fee but without
interest). Part of the Hong Kong identity card number/ passport number, provided by you
or the first-named applicant (if you are joint applicants), may be printed on your refund
cheque, if any. Your banker may require verification of your Hong Kong identity card
number/passport number before encashment of your refund cheque(s). Inaccurate
completion of your Hong Kong identity card number/passport number may invalidate or
delay encashment of your refund cheque(s).

Subject to arrangement on dispatch/collection of share certificates and refund monies as
mentioned below, any refund cheques and share certificates are expected to be posted on or before
Thursday, November 19, 2015. The right is reserved to retain any share certificate(s) and any surplus
application monies pending clearance of cheque(s) or banker’s cashier’s order(s).
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Share certificates will only become valid at 8:00 a.m. on Friday, November 20, 2015 provided
that the Global Offering has become unconditional and the right of termination described in the
“Underwriting” section in this prospectus has not been exercised. Investors who trade shares prior to

the receipt of share certificates or the share certificates becoming valid do so at their own risk.

Personal Collection

(i) If you apply using a WHITE Application Form

If you apply for 1,000,000 or more Hong Kong Offer Shares and have provided all
information required by your Application Form, you may collect your refund cheque(s) and/or
share certificate(s) from the Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, from
9:00 a.m. to 1:00 p.m. on Thursday, November 19, 2015 or such other date as notified by us in
the newspapers.

If you are an individual who is eligible for personal collection, you must not authorize any
other person to collect for you. If you are a corporate applicant which is eligible for personal
collection, your authorized representative must bear a letter of authorization from your
corporation stamped with your corporation’s chop. Both individuals and authorized
representatives must produce, at the time of collection, evidence of identity acceptable to our

Hong Kong Share Registrar.

If you do not collect your refund cheque(s) and/or share certificate(s) personally within the
time specified for collection, they will be dispatched promptly to the address specified in your

Application Form by ordinary post at your own risk.

If you apply for less than 1,000,000 Hong Kong Offer Shares, your refund cheque(s) and/or
share certificate(s) will be sent to the address on the relevant Application Form on or before

Thursday, November 19, 2015, by ordinary post and at your own risk.

(ii) If you apply using a YELLOW Application Form

If you apply for 1,000,000 Hong Kong Offer Shares or more, please follow the same
instructions as described above. If you have applied for less than 1,000,000 Hong Kong Offer
Shares, your refund cheque(s) will be sent to the address on the relevant Application Form on
or before Thursday, November 19, 2015, by ordinary post and at your own risk.

If you apply by using a YELLOW Application Form and your application is wholly or
partially successful, your share certificate(s) will be issued in the name of HKSCC Nominees and
deposited into CCASS for credit to your or the designated CCASS Participant’s stock account as
stated in your Application Form on Thursday, November 19, 2015 or upon contingency, on any
other date determined by HKSCC or HKSCC Nominees.
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° If you apply through a designated CCASS participant (other than a CCASS investor
participant)

For Hong Kong Public Offering shares credited to your designated CCASS participant’s
stock account (other than CCASS Investor Participant), you can check the number of Hong Kong
Public Offering shares allotted to you with that CCASS participant.

° If you are applying as a CCASS investor participant

Our Company expects to publish the results of CCASS Investor Participants’ applications
together with the results of the Hong Kong Public Offering in the manner described in
“11. Publication of Results” above. You should check the announcement published by our
Company and report any discrepancies to HKSCC before 5:00 p.m. Thursday, November 19,
2015 or any other date as determined by HKSCC or HKSCC Nominees. Immediately after the
credit of the Hong Kong Offer Shares to your stock account, you can check your new account
balance via the CCASS Phone System and CCASS Internet System.

(iii) If you apply through the White Form elPO

If you apply for 1,000,000 Hong Kong Offer Shares or more and your application is wholly
or partially successful, you may collect your share certificate(s) from Computershare Hong Kong
Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road
East, Wanchai, Hong Kong, from 9:00 a.m. to 1:00 p.m. on Thursday, November 19, 2015 or such
other date as notified by our Company in the newspapers as the date of dispatch/ collection of

share certificates/e-Refund payment instructions/refund cheques.

If you do not collect your share certificate(s) personally within the time specified for
collection, they will be sent to the address specified in your application instructions by ordinary

post at your own risk.

If you apply for less than 1,000,000 Hong Kong Offer Shares, your share certificate(s)
(where applicable) will be sent to the address specified in your application instructions on or
before Thursday, November 19, 2015 by ordinary post at your own risk.

If you apply and pay the application monies from a single bank account, any refund monies
will be dispatched to that bank account in the form of e-Refund payment instructions. If you
apply and pay the application monies from multiple bank accounts, any refund monies will be
dispatched to the address as specified in your application instructions in the form of refund

cheque(s) by ordinary p